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l. The Board, the Supervisory Committee, Director(s), Supervisor(s) and senior management
of the Company undertake that the information in this interim report is true, accurate and
complete and contains no false record, misleading statement or material omission, and assume
joint and several liabilities to the information in this report.

Il.  All Directors of the Company attended the Board meeting.

lll. The interim report has not been audited. KPMG Huazhen LLP and KPMG have issued review
opinions in accordance with the Standards on Review Engagements for Certified Public
Accountants of China and International Standard on Review Engagements, respectively.

IV. HUO Da, officer in charge of the Company, LIU Jie, officer in charge of accounting matters of
the Company, and WANG Jianping, officer in charge of the accounting office of the Company
(head of accounting department), hereby warrant that the financial statements contained in
this interim report are true, accurate and complete.

V. Proposal on profit distribution or capitalization of common reserve for the Reporting Period
considered and approved by the Board

The Company will not allocate profit to the statutory reserve for the interim period of 2024. Based on
the total share capital registered on the equity registration date for equity distribution, a cash dividend of
RMB1.01 (tax inclusive) for every 10 shares will be distributed to all shareholders; no bonus shares will be
distributed; and no capital reserve will be converted to share capital.

Based on the total number of shares of the Company of 8,696,526,806 shares as of June 30, 2024,
the total distributed profit is RMB878,349,207.41. If the Company’s total share capital changes on the
equity registration date for equity distribution, the Company will keep the total distribution unchanged
and adjust the distribution per share accordingly.

Such cash dividend shall be denominated and declared in RMB and paid to holders of A Shares in
RMB and to holders of H Shares in Hong Kong dollar. The actual amount of dividend paid in Hong Kong
dollar shall be determined based on the average exchange rate of RMB to Hong Kong dollar published by
the People’s Bank of China for the five business days immediately before the date of the eighth meeting
of the eighth Session of Board meeting.

The Company’s 2024 interim profit distribution plan was considered and approved at the meeting of the
Board held on August 30, 2024, upon authorization by the 2023 annual general meeting of the Company.
The Company will distribute the 2024 interim cash dividend before October 30, 2024. The Company will
make separate announcement regarding the record date of such H Share dividend distribution, the period
of closure of register of members, the equity registration date for A Share dividend distribution and the
specific payment date.

VI. Risks statement relating to forward-looking statements

Forward-looking statements, such as future plans and development strategies, contained in this report
do not constitute any substantive commitments of the Company to investors. Investors should be aware
of the investment risks.
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VII. Whether there is appropriation of the Company’s funds by the controlling shareholder and
other related parties for non-operating purposes

No

VIIl. Whether there is provision of guarantee by the Company in favor of any third party in
violation of the prescribed decision-making procedures

No

IX. Whether there are more than half of the Directors who cannot undertake that the information
in this interim report is true, accurate and complete

No

X. This interim report is prepared in both Chinese and English versions. In the event of any
discrepancy between the Chinese and English versions of this interim report, the Chinese
version shall prevail.

Xl. Warning on material risks

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

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

To cope with the above risks, the Company has adopted preventive measures in respect of the
organizational structure, systems, indicators, risk management culture and IT system. For details, please
see “Potential risks” in Chapter 3 of this report.
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In this report, unless the context otherwise requires, the following terms and expressions have the

meanings set forth below:

“Company Law”

“Securities Law”

“Articles of Association”

“CSRC”

“SFC”

“CSRC Shenzhen Office”

“CIRC”

"SASAC”

“SSE”
"SZSE"
“BSE”

“SSE website”
“"Hong Kong Stock Exchange”

“Authorized Representative”

“Hong Kong Stock Exchange website”

“Group”

“China Merchants Group”

“CM Financial Holdings”

the Company Law of the PRC ( {FEARLMBE R ELE) )
55 )

the Articles of Association of China Merchants Securities
Co., Ltd.

the Securities Law of the PRC ( {H#E A R HFNEH &

China Securities Regulatory Commission (Ff BFE HFEEEE
BZE®

the Securities and Futures Commission of Hong Kong
the Shenzhen office of the China Securities Regulatory

Commission

China Insurance Regulatory Commission (FF B {R [ E5 & &

BZ @), currently known as the State Administration of
Financial Supervision and Administration (B5 & @ B2 & &
BER)

the State-owned Assets Supervision and Administration
Commission of the State Council (i EEEELEEER

ZE89D)

the Shanghai Stock Exchange (/8532 5 A

the Shenzhen Stock Exchange (RINEH R 5 FT)
the Beijing Stock Exchange (At RFE 5 5 FT)

https://www.sse.com.cn, the website of the Shanghai
Stock Exchange

The Stock Exchange of Hong Kong Limited

the authorized representative under Rule 3.05 of the Hong
Kong Listing Rules

https://www.hkexnews.hk, the website of The Stock
Exchange of Hong Kong Limited (HKExnews)

China Merchants Securities Co., Ltd. B EEHERNDER A
7)) and its controlled subsidiaries

China Merchants Group Limited (G BEE AR A 7))

China Merchants Financial Holdings Co., Ltd. (R BH %

Eh A% B BR A &), formerly known as “China Merchants
Finance Investment Holdings Co., Ltd.” ORI HBRLILE 12
IREBR A R])
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“Jisheng Investment”

“China Ocean Shipping”

“China Merchants Bank”
“CMS International”
“China Merchants Futures”

“CMS Zhiyuan Capital”

"CMS Investment”

"CMS Asset Management”

“Bosera Funds”

“China Merchants Fund”

“Everbright Securities”
“Ping An Securities”
“CITIC Securities”
“Galaxy Securities”

“GF Securities”

“Huatai United Securities”

“Zhongtai Securities”

“Hong Kong Listing Rules”

“Model Code”

“SEQ™

“A Share(s)”

Shenzhen Jisheng Investment Development Co., Ltd. (&3]
MERKREERBRAA)

China Ocean Shipping Co., Ltd. (FEIRFE#HBR A7)
China Merchants Bank Co., Ltd. GBEGIRTTAR D AR A 7))

China Merchants Securities International Company Limited

(BB HEBRERAR])
China Merchants Futures Co., Limited R EAE BR A 7))

China Merchants Zhiyuan Capital Investment Co., Ltd. (4
EERE AR EBRAR)

China Merchants Securities Investment Co., Ltd. (B &5

SEBRAR])

China Merchants Securities Asset Management Co., Ltd.

(FEEHEEEEARAR)

Bosera Asset Management Co., Limited (Bl EESEEER
yNS])

China Merchants Fund Management Co., Ltd. (iBREEEE
BARQE)

Everbright Securities Company Limited
Ping An Securities Co., Ltd.

CITIC Securities Company Limited
China Galaxy Securities Co., Ltd.

GF Securities Co., Ltd.

Huatai United Securities Co., Ltd.
Zhongtai Securities Co., Ltd.

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as amended from time to
time)

the Model Code for Securities Transactions by Directors of
Listed Issuers as set out in Appendix C3 to the Listing Rules
on the Main Board of the Hong Kong Stock Exchange

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

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

2024 Interim Report | China Merchants Securities Co., Ltd.

B



Chapter 1: Definitions

6

Common terms and expressions

“H Share(s)”

overseas-listed foreign share(s) in the ordinary share capital

of the Company with a nominal value of RMB1.00 each,
which are listed on The Stock Exchange of Hong Kong
Limited (stock code: 06099)

“A Shareholder(s)”

holders of A Shares

“H Shareholder(s)”

holders of H Shares

“RMB”, "RMB10,000", and
“RMB100 million”

Renminbi 1 Yuan, Renminbi 10,000 Yuan and Renminbi
100 million Yuan

"STAR Market”

the Science and Technology Innovation Board of the SSE

“VaR" value at risk
“APP” Application
“1PO" initial public offering

“Reporting Period” and
“Current Period”

from January 1, 2024 to June 30, 2024

“end of the Reporting Period”

June 30, 2024

“Previous Period”

from January 1, 2023 to June 30, 2023

“Latest Practicable Date”

August 30, 2024
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Chapter 2: Corporate Profile and Key Financial Indicators

I. Corporate Information

Chinese name of the Company HBEEHRHERA A

Abbreviation HBREES

English name of the Company CHINA MERCHANTS SECURITIES CO., LTD.
Abbreviation CMS

Legal representative of the Company HUO Da

General manager of the Company WU Zongmin

WU Zongmin, LIU Jie, KWONG Yin Ping Yvonne
Authorized Representatives of the Company (as the alternate Authorized Representative to
WU Zongmin and LIU Jie)

Registered capital and net capital of the Company

Unit: Yuan Currency: RMB

As at the

As at the end of the
end of last year

Reporting Period

Registered capital 8,696,526,806.00 8,696,526,806.00

Net capital 82,001,064,827.79 79,370,429,988.47

Qualifications of each of the business lines of the Company

China Merchants Securities is a member of the Securities Association of China (Membership code:
185053), SSE (Membership code: 0037), SZSE (Membership code: 000011) and BSE (Membership code: 000095).
Qualifications of each of the business lines are as follows:

Qualification Approval authority Date of approval

Standardized bond forward

1 quotation agencies (IR#f&% &  Shanghai Clearing House November 2023
HY SR EHTE)
Standard int t rat . .
2 an 'ar MHSE SIS SHEL Shanghai Clearing House November 2023
business

L . . The Securities and Fund Institution
Qualification of listed securities

3 , , Supervision Department of the October 2022
market making trading CSRC

Qualification of issuing credit-
4 protected warrants for providing
pledge repo to protected bonds

China Securities Depository and

: . o J 2021
Clearing Corporation Limited ks
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12

13

14

16

17

18

19

20
21

Pilot optimization for account
management function

Fund investment advisory business

Issuer of credit protection
warrants launched in SZSE

Standard forward contract
on bond of Agricultural
Development Bank of China

Interest option business

Market maker of stock index
options

Lead market maker of the CSI 300
ETF options

Trading authority for access to
stock options business

Sale and settlement of foreign
exchange business

Participation in margin securities
loan business of the STAR
Market

Market maker of treasury bond
futures
Credit protection contract business

Lead market maker of listed funds
business

Credit derivatives business

Market maker of crude oil futures
business

Market maker of nickel futures

Market maker of copper options

Securities Association of China

The Securities and Fund Institution
Supervision Department of the
CSRC

SZSE

Shanghai Clearing House

China Foreign Exchange Trade
System

The Securities and Fund Institution
Supervision Department of the
CSRC

SZSE

SZSE

State Administration of Foreign
Exchange

China Securities Finance Co., Ltd.

The Securities and Fund Institution
Supervision Department of the
CSRC

SSE
SSE

The Securities and Fund Institution
Supervision Department of the
CSRC

Shanghai International Energy
Exchange

Shanghai Futures Exchange

Shanghai Futures Exchange
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June 2021

June 2021

November 2020

October 2020

March 2020

December 2019

December 2019

December 2019

August 2019

July 2019

May 2019

February 2019

February 2019

December 2018

October 2018

October 2018
September 2018



22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

Dealer of OTC options business

Market maker of Bond Connect
“Northbound Trading”

Conducting pilot cross-border
businesses

Core dealer of credit risk
mitigation instruments

Qualification to issue credit risk
mitigation certificates

Qualification to issue credit-linked
notes

Non-bank member of the
Shanghai Commercial Paper
Exchange

Trading authority for access to
Southbound Trading business
under Shenzhen-Hong Kong
Stock Connect

Approval for provision of online
account opening service

Ordinary member for centralized
settlement of standard forward
bond

Approval for financing for
exercising incentive share
options of listed companies

Licence for spot gold proprietary
trading business

Licence for providing payment
services for customers’ funds

Licence for stock options market
making business

Licence for market making
business for SSE 50 ETF options
trading

Securities Association of China

China Foreign Exchange Trade
System

The Securities and Fund Institution
Supervision Department of the
CSRC

National Association of Financial
Market Institutional Investors

National Association of Financial
Market Institutional Investors

National Association of Financial
Market Institutional Investors

General Administration
Department of the People’s
Bank of China

SZSE

The Securities and Fund Institution
Supervision Department of the
CSRC

Shanghai Clearing House

SZSE

The Securities and Fund Institution
Supervision Department of the
CSRC

China Securities Investor
Protection Fund Corporation
Limited

CSRC

SSE

August 2018

July 2018

April 2018

January 2017

January 2017

January 2017

November 2016

November 2016

April 2015

April 2015

March 2015

March 2015

March 2015

January 2015

January 2015
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Chapter 2: Corporate Profile and Key Financial Indicators

Qualification

Approval authority

Date of approval

Proprietary trading of stock

37 . SSE January 2015
options
. . China Securities Depository and
38  Licence for options settlement . p . y. January 2015
Clearing Corporation Limited
Stock opti tradi tici t
39 ock options trading participan SoE January 2015
on the SSE
Licence for pilot online securities . . .
40 . Securities Association of China November 2014
business
Trading authority for access to
41 , , SSE October 2014
Southbound Trading business ctober
Ordinary member of Interbank
42 Market CIgarmg House Co., Ltd.  Interbank Market Clearing House June 2014
for centralized settlement of Co., Ltd.
RMB interest rate swaps
Quialification of lead manager
43 business (market making NEEQ Co., Ltd. June 2014
business)
Li for OTC options tradi . L .
44 |cen§e of ALY Securities Association of China February 2014
business
Ordi ber f tralized
45 e e.r or centraize Shanghai Clearing House February 2014
settlement of interest rate swaps
46 Licence for securitie.zs investment CSRC January 2014
fund custody business
The Registration and Custody
47 Qualification for agency business Department of China Securities July 2013
of securities pledge registration Depository and Clearing y
Corporation Limited
48 Authqrity for stock-pledged repo SSE June 2013
business
49  Authority for stock-pledged repo SZSE June 2013
Participati inint t rat .
50 IiEE l_Oﬂ 1 IEEESE RS Sl CSRC Shenzhen Office May 2013
transactions
April 2013 (latest
£ Permit for conducting insurance CIRC certificate

agency businesses

obtained in April
2020)

10  China Merchants Securities Co., Ltd. | 2024 Interim Report



52

53

54

55

56

57

58

59

60

61

62

63

64

Qualification of lead manager
business (recommendation and
brokerage businesses)

Licence for OTC trading business

Licence for equity total return
swap business

Licence for special institutional
client business of insurance
companies

Qualification for sale of financial
products

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

Qualification to provide
comprehensive custodian
services for private investment
funds

Licence for margin financing loan

Qualification of underwriting
private placement bonds of
small and medium enterprises

Licence for stock repurchase
business

Qualification for dealer-quoted
bond pledged repo transactions

Qualification for third-party
custodian services for one
customer — multiple bank
services

Ordinary member for settlement

NEEQ Co., Ltd.

Securities Association of China

The Institution Supervision
Department (currently
known as the Securities and
Fund Institution Supervision
Department) of the CSRC

CIRC

CSRC Shenzhen Office

National Association of Financial
Market Institutional Investors

The Institution Supervision
Department (currently
known as the Securities and
Fund Institution Supervision
Department) of the CSRC

China Securities Finance Co., Ltd.

Securities Association of China

CSRC

The Institution Supervision
Department (currently
known as the Securities and
Fund Institution Supervision
Department) of the CSRC

CSRC Shenzhen Office

Shanghai Clearing House

March 2013

February 2013

January 2013

January 2013

December 2012

November 2012

October 2012

August 2012

June 2012

May 2012

January 2012

June 2011

November 2010
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65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

Qualification for margin financing
and securities lending business

Licence for direct investment
business

Qualification for intermediary
introduction business for China
Merchants Futures

Category A clearing participant of
China Securities Depository and
Clearing Corporation Limited

Licence for overseas securities
investment management
business

Primary dealer on the integrated
e-platform for fixed-income
securities of the SSE

Permit for foreign exchange
operation in the securities
business

Clearing participant of China
Securities Depository and
Clearing Corporation Limited

Primary dealer of SSE 180 Index
Exchange Traded Fund

Qualification for quote transfer
business

Licence for underwriting business
of commercial paper

Quialification for operation of
foreign shares business

Qualification for open-end
securities investment fund
consignment business

Qualification for trusted
investment management
business

Qualification for online securities
agency business

CSRC

CSRC

CSRC

China Securities Depository and
Clearing Corporation Limited

CSRC

SSE

State Administration of Foreign
Exchange

China Securities Depository and
Clearing Corporation Limited

SSE

Securities Association of China

The People’s Bank of China

CSRC

CSRC

CSRC

CSRC
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June 2010

August 2009

February 2008

February 2008

August 2007

July 2007

December 2006
(latest certificate
obtained in
November 2012)

March 2006

March 2006

January 2006

July 2005

September 2002

August 2002

May 2002

February 2001



80

Chapter 2: Corporate Profile and Key Financial Indicators

Qualification

Qualified member of interbank
market

Approval authority

General Administration
Department of the People’s
Bank of China

Date of approval

September 1999

81

Qualification for RMB special
stocks business (unrestricted) in
Shanghai

Shanghai Securities Management
Office

November 1996

82

Licence for starting foreign
exchange business

Shenzhen Office of the State
Administration of Foreign
Exchange

October 1996

83

Pilot unit of equity trading agency
system for non-listed companies

Property Right Transfer Leading
Group Office of the Shenzhen
Municipal Government

January 1996

84

Licence for starting proprietary
business

Shenzhen Securities Management
Office

August 1993

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

Qualification

Licence for dealing in futures

Approval authority

Date of approval

1 SFC June 2014
contracts
Li for advisi fut
5 icence for advising on futures SEC June 2014
contracts
3 Licence for asset management SFC March 2010
4 Licence for dealing in securities SFC February 2009
5 Licence for advising on securities SFC February 2009
Li for advisi t
6 icence for advising on corporate SEC February 2009

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

10

11

15

16

Licence for options settlement

Member of Guangzhou Futures
Exchange

Market making business

Member of Shanghai International
Energy Exchange

Licence for basis trading

Licence for OTC derivatives
business

Licence for warehouse receipt
services

Filing for entry of the interbank
bond market

Licence for commodities futures
brokerage, financial futures
brokerage and futures
investment consulting

Licence for asset management

Licence for futures investment
consulting

Member of Zhengzhou
Commodity Exchange

Member of Dalian Commodity
Exchange

Member of Shanghai Futures
Exchange

Clearing and settlement member
of China Financial Futures
Exchange

Licence for financial futures
trading settlement

China Securities Depository and
Clearing Corporation Limited

Guangzhou Futures Exchange

China Futures Association

Shanghai International Energy
Exchange

China Futures Association

China Futures Association

China Futures Association

The People’s Bank of China

CSRC

CSRC

CSRC

Zhengzhou Commodity Exchange

Dalian Commodity Exchange

Shanghai Futures Exchange

China Financial Futures Exchange
Co., Ltd.

CSRC
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October 2023

June 2022
March 2018
May 2017
April 2017

April 2017

December 2016

July 2016

August 2014
(latest certificate
obtained in
September 2021)

March 2013

August 2011

March 2009

December 2008

October 2008

December 2007

November 2007



Chapter 2: Corporate Profile and Key Financial Indicators

Qualification of each of the business lines of CMS Zhiyuan Capital, a wholly-owned subsidiary of the
Company, is as follow:

Qualification Approval authority Date of approval

Private investment fund subsidiary

G Securities Association of China April 2017
of a securities firm

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

Qualification Approval authority Date of approval

Qualification of publicly offered
1 securities investment fund CSRC July 2023
management

Shenzhen Joint Meeting Office of
the Pilot Scheme for Overseas

Pilot scheme for overseas .
Investment of Qualified

2 investment of qualified domestic ) o November 2015
R q Domestic Investors (R & &
RAKREERIMEE 2 TVER
BEENAE)
Qualification for securities asset
management business and
. CSRC January 2015

qualified domestic institutional
investors

II. Contact Persons and Contact Methods

Representative of
Securities Affairs

‘ Secretary to the Board ‘

Name LIU Jie LUO Li
No. 111, Fuhua Yi Road, Futian No. 111, Fuhua Yi Road, Futian

Correspondence address Street, Futian District, Shenzhen, Street, Futian District, Shenzhen,

Guangdong Province Guangdong Province
Telephone 0755-82960432 0755-82960432
Fax 0755-82944669 0755-82944669
E-mail address IR@cmschina.com.cn luoli@cmschina.com.cn

‘ Joint Company Secretaries

Name LIU Jie KWONG Yin Ping Yvonne

No. 111, Fuhua Yi Road, Futian 40/F, Dah Sing Financial Centre,
Correspondence address Street, Futian District, Shenzhen, No. 248 Queen’s Road East,

Guangdong Province Wanchai, Hong Kong
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Registered address of the Company

Historical change of the registered
address of the Company

Office address of the Company

Postal code

Principal place of business in Hong
Kong

Company’s website
E-mail address

Reference of changes during the
Reporting Period

Designated newspapers for
information disclosure of the
Company

Websites for interim report
publication

Place for inspection of the
Company’s interim report

Reference of changes during the
Reporting Period

No. 111, Fuhua Yi Road, Futian Street, Futian District,
Shenzhen, Guangdong Province

In August 1991, the registered address of the Company was
1/F, New Energy Building, Nanyou Industrial Zone, Shenzhen.
In October 1993, it was changed to 1/F, Block C, Shenfang
Industrial Building, Huagiang North Road, Futian District,
Shenzhen. In August 1998, it was changed to 8/F-11/F,
Block A, Huagiang Jiahe Building, Shenzhen. In May 2002, it
was changed to 38/F-45/F, Block A, Jiangsu Building, Futian
District, Shenzhen. In November 2018, it was changed to No.
111, Fuhua Yi Road, Futian Street, Futian District, Shenzhen.

No. 111, Fuhua Yi Road, Futian Street, Futian District,
Shenzhen, Guangdong Province

518046

48/F, One Exchange Square, 8 Connaught Place, Central,
Hong Kong

https://www.cmschina.com

IR@cmschina.com.cn

Nil

China Securities Journal, Shanghai Securities News, Securities
Times, Securities Daily
http://www.sse.com.cn (the SSE website)

https://www.hkexnews.hk (the Hong Kong Stock Exchange
website)

No. 111, Fuhua Yi Road, Futian Street, Futian District,
Shenzhen, Guangdong Province

Nil
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Chapter 2: Corporate Profile and Key Financial Indicators

V. Information on the Company’s Shares

Exchange at which the Stock Previous stock
: S Stock code -
shares are listed abbreviation abbreviation
A Shares Shanghai Stock Exchange 600999 -
H Shares Hong Kong Stock Exchange 06099 -

VI. Other Relevant Information

Domestic accounting firm
appointed by the Company

Name

KPMG Huazhen LLP

Office address

8/F, KPMG Tower, Oriental Plaza, 1 East
Chang An Avenue, Beijing

International accounting firm
appointed by the Company

Name

KPMG Huazhen

Office address

8/F, Prince’s Building, 10 Chater Road,
Central, Hong Kong

Domestic legal adviser
appointed by the Company

Name

King & Wood Mallesons

Office address

25/F, Guangzhou CTF Finance Centre, No. 6
Zhujiang East Road, Zhujiang New Town,
Tianhe District, Guangzhou, Guangdong
Province

International legal adviser
appointed by the Company

Name

Tian Yuan Law Firm LLP

Office address

Suites 3304-3309, 33/F, Jardine House, One
Connaught Place, Central, Hong Kong

A Share Registrar

Name

Shanghai Branch of China Securities
Depository and Clearing Corporation
Limited

Office address

188 Yanggao South Road, Pudong New
Area, Shanghai, China

H Share Registrar

Name

Computershare Hong Kong Investor
Services Limited

Office address

17M Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong
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Chapter 2: Corporate Profile and Key Financial Indicators

VIl. Key Accounting Data and Financial Indicators of the Company
() Key accounting data

Unit: Thousand Yuan Currency: RMB

Year-on-year
increase/
decrease (%)

January - June | January - June
2024 2023

Key accounting data

Total revenue, other income and gains 14,362,394 15,653,551 -8.25

Profit for the period attributable to

4,747,695 4,726,975 0.44
shareholders of the Company

Profit for the period attributable to
shareholders of the Company after 4,750,061 4,701,273 1.04
deduction of non-recurring profit or loss

Net cash from operating activities 44,085,990 11,690,949 277.10

Total other comprehensive income for the

. 506,359 415,201 21.96
period (net of tax)

As at the end of | As at the end of Increase/

June 2024 2023 decrease (%)
Total assets 639,129,527 695,852,992 -8.15
Total liabilities 514,600,038 573,816,059 -10.32
qu:és';tr:iybutable to shareholders of the 124,451,717 121,961,428 5 04
Total owners' equity 124,529,489 122,036,933 2.04
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Chapter 2: Corporate Profile and Key Financial Indicators

() Key financial indicators

Key financial indicators Period
(January - June)

Period

Change of
The Reporting The Previous the Reporting

Period against
the Previous
Period (%)

Basic earnings per share (RMB per share) 0.51 0.51 -

Diluted earnings per share (RMB per share) 0.51 0.51 -

Basic earnings per share after deduction of 051 051 B
non-recurring profit or loss (RMB per share) ' ’

Decreased by

Weighted average return on net assets (%) 4.08 4.33 0.25 percentage

point

. Decreased by

Weighted average return on net assets after 4.08 e

deduction of non-recurring profit or loss (%)

point

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

During the Reporting Period, the net capital and all risk control indicators of the Company complied with
the requirements of the China Securities Regulatory Commission. As at the end of June 2024, the key risk

control indicators, such as net capital of the Company, were as follows:

Unit: Yuan Currency: RMB

As at the end of

the Reporting
Period

As at the end of
last year

Net capital 82,001,064,827.79  79,370,429,988.47
Net assets 111,873,891,433.66 109,986,186,077.19
Sum of risk capital provisions 41,348,430,258.71  44,770,327,767.08
Total assets on-and off-balance sheet 388,931,716,693.97 412,072,315,933.07
Risk coverage ratio (%) 198.32 177.28
Capital leverage ratio (%) 14.65 13.12
Liquidity coverage ratio (%) 166.94 169.06
Net stable funding ratio (%) 152.57 138.25
Net capital/net assets (%) 73.30 72.16
Net capital/liabilities (%) 20.89 18.61
Net assets/liabilities (%) 28.50 25.78
Va;:;eivc;ftip\)/;c;?r:;ti;éﬁgr(lzi)securltles and security 39 85 32,78
Value of proprietary non-equity securities and its 362 51 357 81

derivatives/net capital (%)
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() Development of the industry and market during the Reporting Period

In the first half of 2024, the top-level design for the high-quality development of the domestic capital
market was further improved, enhancing its role as a pivotal hub in the economy. The State Council issued the
Several Opinions of the State Council on Strengthening Supervision and Preventing Risks to Promote the High-
quality Development of the Capital Market ( (BTt R MNAREE BREBESEAT S EERRNETE
8.) ) (hereinafter referred to as the New “National Nine Opinions”), a guiding document for the capital market.
The New “National Nine Opinions” not only fully reflects the distinctive characteristics and internal requirements
of finance with Chinese characteristics, but also focuses on the principal contradictions and prominent problems
in the development of the capital market. It depicts the development blueprint of the capital market from the
perspective of the overall situation, and makes systematic arrangements on major issues in the capital market
such as investor protection, the quality of listed companies, and the development of industry institutions. It
isa “new blueprint” and “road-map” to lead the high-quality development of the capital market. The CSRC,
the SSE, and the SZSE have issued a number of supporting policies to form a “1+N" policy system, which
further strengthens supervision from dividends, repurchases, reduction of shareholding, refinancing, margin
financing loan, delisting, etc. Meanwhile, the CSRC issued four policy documents, including the Opinions on
Strengthening the Supervision of Securities Companies and Mutual Funds to Accelerate the Building of First-
class Investment Banking and Investment Institutions (for Trial Implementation) ( (BB IN3EEHF A Al FASE
ESEENREERR —RRERITNRERBNE RH1T)) ), to make arrangements and deployments in
enhancing the investment value of listed companies, ensuring the “gatekeeper” responsibilities of intermediaries,
building first-class investment banking and investment institutions, cultivating long-term investment concepts,
promoting fair and efficient transactions, preventing risks and other aspects, with an aim to jointly promote
the high-quality development of the capital market. The high-quality development of the capital market helps
boost the high-level circulation of science and technology, industry and capital, promote the new productive
forces and improve the modern industrial system, provide residents with more comprehensive and professional
wealth management services, continuously optimize the social financing structure, make the equity investment
market bigger and stronger, meet the diversified financial service needs of various tech companies, and play
a greater role in the self-reliance and strength of China’s high-level science and technology.

In the first half of 2024, major market indices diverged. The SSE Composite Index and SZSE Component
Index, ChiNext Index fell by 0.25%, 7.10% and 10.99%, respectively; the CSI 300 Index and Hang Seng Index
rose by 0.89% and 3.94%, respectively; and the ChinaBond Composite Total Return Index rose by 3.76%. The
average daily trading volume of stocks and funds in the A share market was RMB991.464 billion, representing
a year-on-year decrease of 6.28%. The average daily trading volume of stocks in the Hong Kong market was
HK$110.4 billion, representing a year-on-year decrease of 4.42% year-on-year. According to the statistics from
Wind, the equity financing in the A share market amounted to RMB100.827 billion (excluding share issuance for
asset acquisition), representing a year-on-year decrease of 81.18%; and the total credit bonds issued amounted
to RMB9.72 trillion (excluding treasury bonds, local government bonds, central bank bills, inter-bank deposit
certificates and policy bank bonds), representing a year-on-year increase of 4.59%. According to the statistics
from Bloomberg, the total proceeds raised from IPOs in the Hong Kong market amounted to US$1.873 billion,
representing a year-on-year decrease of 19.38%.
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() Principal business and operating models of the Company during the Reporting Period

For details, please refer to “lll. Discussion and Analysis of Operations” in this chapter

The Company is the largest securities firm of the SASAC. With its more than 30 years of development,
the Company has established key competitiveness.

1. Strong “China Merchants” brand and shareholder background

As a member of China Merchants Group, the Company fully benefits from the brand influence of “China
Merchants” and the industrial and financial resources within the group. Strongly supported by China Merchants
Group and other substantial shareholders, the Company has continued to grow and develop and achieved
A+H shares listing. It has always maintained a market-oriented operating mechanism and a sound corporate
governance structure to provide a solid guarantee for the Company’s steady and long-term development.

2. Efficient one-stop comprehensive financial service system

Focusing on the needs of the country, the general trend of the industry and the demands of clients, the
Company continues to promote business transformation and development as well as forward-looking business
strategy. The Company has built a modern investment banking business model and made continuous efforts
to consolidate the characteristic competitiveness of wealth management and institutional business, actively
expand fixed income, equity investment, derivatives trading, asset management and other businesses, develop
a cross-market and multi-variety diversified business system so as to provide customers with one-stop high-
quality comprehensive financial services and products.

3. Profound customer base and extensive channel network

Upholding a client-oriented approach, the Company relies on efficient and professional services and a
wide range of operating sites to accumulate a solid client base. At present, the Company has 265 securities
branches and 13 branches in China, and business agencies in Hong Kong (SAR), the United Kingdom, South
Korea and other places, with its service network covering major capital markets around the world. The Company
grasps the trend of online development, innovates the online client service model, and promotes the continuous
growth of client scale to lay a solid foundation for its long-term development.

4. Growing financial technology capabilities

The Company attaches great importance to financial technology, and ranks among the forefront of
the industry in terms of its investment in information system. The Company has carried out top-level design
and integrated reconstruction from “organization, process, and IT” to comprehensively promote digital
transformation, continuously enhance digital thinking and digital culture, and enhanced the empowerment
ability of digital technologies in business development, product innovation, client service, operation management,
etc., so as to realize the transformation from supporting business to leading business development.
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5. Effective, sound risk management culture

The Company has always firmly upheld the bottom-line thinking, and has continuously enhanced the ability
to predict, respond to and dispose of major risks by improved the comprehensive risk management system.
It has effectively prevented and resolved major financial risks and ensured that the total amount of risks is
controllable, the structure is balanced, and the risk control indicators meet the standards. The Company has
developed a culture of compliance and sound operation. It has established an internal control management
system that comprehensively covers the headquarters, subsidiaries and branches of the Company, and has
built a solid “three lines of defense” of before, during and post trading to ensure the long-term stable and
healthy development of the Company.

() General operations

In the first half of 2024, China’s economy operated with overall stability and steady progress, continuing
its positive recovery trend. New drivers and competitive advantages were rapidly cultivated, and high-quality
development advanced solidly, with GDP growing by 5.0% year-on-year. With a complex external environment
and insufficient domestic demand, the foundation for economic recovery and improvement still needs to
be consolidated. 2024 marks the beginning of the Company’s new five-year strategic plan and is a pivotal
year for the Company’s development during the 14th Five-Year Plan period. During the Reporting Period,
in response to strict regulation, risk prevention, and fee rate cut, the Company proactively sought change,
actively responded, explored new revenue streams, promoted transformation, and facilitated cost reduction
and efficiency improvement, resulting in a positive development trend and a strong start to the new five-year
strategy. Firstly, the Company’s operating results outpaced the market. In the first half of 2024, the Company
achieved total revenue, other income and gains of RMB14.362 billion, representing a year-on-year decrease
of 8.25%, while the net profit attributable to shareholders of the parent company reached RMB4.748 billion,
representing a year-on-year increase of 0.44%. Secondly, the transformation and reform efforts were solidly
advanced, with sustained results. Wealth management and institutional business transformation entered a new
stage, the construction of a modern investment banking continued to deepen, digital development accelerated,
and the level of collaboration steadily improved. Significant progress was made in a series of major reforms
crucial to the Company’s long-term development. For the second consecutive year, after 2022, the Company
was again honored as a “benchmarking” (212) enterprise in the “Double-hundred Enterprises” (%8 1{%)
special assessment by the SASAC in 2023. Thirdly, risk prevention and control were precise and effective,
maintaining stable operations. No major risk or compliance incidents occurred during the Reporting Period,
and various risk losses remained at a low level. Overall, risks were controllable, measurable, and bearable, with
asset quality remaining excellent and all businesses operating normally and stably.

(1) Analysis of principal businesses

Operating with a client-oriented approach, the Company offers diverse and comprehensive financial
products and services to individual, institutional and corporate clients, and engages in investment and trading.
The principal business segments are wealth management and institutional business, investment banking,
investment management as well as investment and trading.
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1. Wealth management and institutional business
(1) Brokerage and wealth management

In the first half of 2024, a number of policies in the capital market were introduced to jointly promote the
high-quality development of the capital market. The one-way trading volume of stocks and funds in A share
market amounted to RMB116 trillion, representing a year-on-year decrease of 7.07%.

During the Reporting Period, the Company maintained a customer-centric approach, continuously
deepening its wealth management business transformation. It effectively coordinated the development of
new clients and the exploration of existing ones, actively promoting an integrated online and offline business
model, and continuously improved service efficiency and client experience through the digitized service content,
service process, and management mechanism. At the same time, it continuously strengthened the professional
capacity building of the wealth advisor team, optimized the wealth advisor empowerment system, and improved
the quality and efficiency of client service in an all-round way. As of the end of June 2024, the Company
had 18.4306 million clients, representing a year-on-year increase of 7.53%; and clients’ assets under custody
amounted to RMB3.60 trillion, representing a decrease of 3.23% as compared to the end of 2023. According
to the statistics from Analysys Qianfan, in the first half of 2024, the average monthly active users (MAU) of
the CMS APP grew by 6.25% year-on-year, ranking 5th among securities firms, and the average daily visit
duration per capita of APP users ranked the first among securities firms.

The Company continuously leverage the research advantages of securities firms and built a selected
product system with “Private Fund 50" (F,£50) and “Selected Mutual Fund” as the core; and established a
complete “asset-strategy-product” research chain, optimized the process of product research, allocation and
sales, and increased the scale of financial products, aiming to preserve and increase client wealth. In terms
of the investment advisory business, the Company deepened its investment research capability, enriched its
product portfolio, and fully promoted the upgrading of the “CMS Fund Investment Adviser” (e38#%) and “CMS
Private Banking” (8932 fL77) service systems. “CMS Fund Investment Adviser” adhered to the two-wheel drive of
managed and non-managed investment advisory business, and added inter-bank deposit certificates, selected
pension fund portfolios, as well as on-exchange ETF portfolios according to market changes and client needs.
Through the customized model, the Company focused on promoting the fund investment advisory business
of institutional clients and continued to expand the application scenarios of advisory business. As of the end
of the Reporting Period, the AUM of the “CMS Fund Investment Adviser” financial products was RMB6.314
billion, representing an increase of 35.61% as compared to the end of 2023; and the cumulative number of
contracted clients was 70.8 thousand, representing an increase of 20.82% as compared to the end of 2023. In
terms of corporate client service, the Company continued to enhance the brand influence of “CMS Enterprise”
(@& {M) and implemented the “one enterprise, one policy” service model. Through the deep promotion of
comprehensive financial services such as corporate wealth management, employee incentives, and transaction
services, the number of corporate clients and the scale of corporate assets under custody grew steadily. As
of the end of June 2024, the number of corporate clients and their assets under custody increased by 4.99%
and 6.39% respectively, as compared to the end of 2023.
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Trading volume of stocks and funds in

the SSE, SZSE and BSE (RMB trillion) 10.64 13.07 -18.59%
(Note 1)

Market sh f i I f k D .
arket s arg of trading volume of stocks 4.599% 5 24% ecreased by 0 §5
and funds in the SSE, SZSE and BSE percentage point

Net income from agency sale of financial

3.48 3.45 0.879
products (RMB100 million) A)
Number of wealth management advisors 1,430 1,343 6.48%
Number of wealth management clients
50.51 54.98 -8.139
(10 thousand) (Note 2) A)

A t of ts of Ith t

mount of assets of wealth managemen 123 1.45 15.17%

clients (RMB trillion)

Source: SSE, SZSE and BSE, internal statistics of the Company

Notes: 1. Trading volume of stocks and funds represents two-way trading volume;

2. Wealth management clients refer to individual clients with assets under custody amounting
to RMB300,000 and above;

3. The above data are data of the parent company.

In the first half of 2024, the futures brokerage business saw steady progress in the listing of new products
in the futures market. Major domestic commodity futures exchanges adjusted their fee policies, and the futures
industry continued to enhance its professional capabilities, contributing to the high-quality development of
the real economy. During the Reporting Period, the cumulative trading volume of China’s futures market
amounted to 3.46 billion lots, representing a year-on-year decrease of 12.43%, and the cumulative turnover was
RMB281.51 trillion, representing a year-on-year increase of 7.40%. As at the end of June 2024, clients’ equity in
the market amounted to RMB1.39 trillion, representing a decrease of 2.09% as compared to the end of 2023.
In the first half of 2024, the fee income of the futures industry amounted to RMB10.355 billion, representing a
year-on-year decrease of 2.53%. During the Reporting Period, China Merchants Futures proactively addressed
challenges, strengthened its marketing and service capabilities, and ramped up efforts to expand its base of
transaction-oriented clients. It consistently enhanced its ability to serve the real economy, actively pursued
the development of industrial clients, and steadily advanced its risk management business. It also improved
its asset management product system, building its CTA+ futures asset management, in order to continuously
improve its capabilities in wealth management. As of the end of the Reporting Period, the clients’ equity of
China Merchants Futures amounted to RMB27.28 billion.
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In terms of the overseas market, CMS International proactively planned for transformation, responded to
the weakness of the Hong Kong stock markets, and enhanced the revenue-generating capacity in other markets
and varieties. CMS International continuously improved the global trading capabilities of institutional clients, with
institutional trading services now covering in 21 countries and regions. CMS International focused on building
the capacity of ETF full-chain services and striving to unlock the potential of ETF business. Meanwhile, CMS
International further strengthened its information technology and operational support capabilities. In the first
half of 2024, the trading volume of Hong Kong stocks of CMS International was HK$73.928 billion; its trading
volume of US stocks was HK$85.953 billion; and the commission income of US stocks and bonds increased
significantly year-on-year. As of the end of June 2024, the clients’ assets under custody of CMS International
amounted to HK$187.831 billion, representing an increase of 10.53% as compared to the end of 2023.

(2) Capital-based intermediary business

In the first half of 2024, the CSRC further strengthened the counter-cyclical adjustment function of
securities lending business, and gradually tightened the securities lending and margin financing loan business. It
suspended the scale increase of margin securities loan and required securities firms to enhance the management
of client trading behaviors, and continued to intensify the supervision of illegal activities such as improper
arbitrage through securities lending transactions. As of the end of June 2024, the scale of margin securities
loan in the A share market amounted to RMB30.322 billion, representing a decrease of 72.54% as compared
to the end of 2023; the balance of margin financing and securities lending amounted to RMB1.48 trillion,
representing a decrease of 10.3% as compared to the end of 2023, of which the balance of margin financing
amounted to RMB1.45 trillion and the balance of securities lending amounted to RMB31.571 billion, representing
a decrease of 8.23% and 55.9%, respectively, as compared to the end of 2023.

During the Reporting Period, the Company closely followed market changes, strengthened internal
collaboration, actively innovated products and services, quickly responded to client needs, accelerated the
building of client service system, and continued to devote more efforts in exploring and building pipeline of
clients. The Company prudently carried out the stock pledge business, effectively balanced risks and returns,
continuously optimized the business structure, and maintained excellent asset quality. As of the end of June
2024, the balance of the Company’s margin financing and securities lending amounted to RMB74.923 billion,
and the maintenance coverage ratio was 264.87%. The balance of stock pledge repo (including contribution
from asset management plans) to be repurchased amounted to RMB21.352 billion, and the overall collateral
coverage ratio was 194.17%, of which, the balance of contribution from self-owned capital amounted to
RMB16.942 billion, and the overall collateral coverage ratio was 239.37%.

For the overseas markets, as of the end of June 2024, the balance of margin financing of CMS International
amounted to HK$3.354 billion, and the maintenance coverage ratio was 360.41%.
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Balance of margin financing and

749.23 827.61 -9.479
securities lending (RMB100 million) i

Market share of margin financing and Increased by 0.05

5.06% 5.01%

securities lending percentage point
Of which: Balance of securities lending
13.91 34.16 -59.28%
(RMB100 million) °
Market sh f bal f D .
ar et.s. are o lba ance o 4.41% 4.77% ecreased by 0 36
securities lending percentage point

Balance of stock pledge repo (including
contribution from asset management 213.52 227.75 -6.25%
plans) (RMB100 million)

Balance of stock pledge repo by self-

. . 169.42 185.29 -8.56%
owned capital (RMB100 million) °

Balance of overseas margin financing

.54 25.4 1,799
(HK$100 million) 33.5 5.45 31.79%

Source: Internal statistics of the Company

(3) Institutional client integrated services

The Company is committed to providing a package of comprehensive financial services such as research,
trading services, custody and fund administrative services, OTC derivatives, margin financing loan, block trading
and sale of investment banking products for professional institutional investors such as mutual funds, private
funds, banks, trusts and insurance asset management companies and etc.

@ Institutional integrated services

In the first half of 2024, the New “National Nine Opinions” emphasized the need to vigorously promote the
entry of medium and long-term funds into the market and continuously strengthen long-term investment forces,
and as a result, the space for institutional business growth was expected to be further opened up. In addition,
new regulations including the Provisions on the Supervision of Programmatic Trading in the Securities Market
(for Trial Implementation) ( {FE#= M52 F LR HEEHEFHTT)) ) and the Regulations on the Administration
of Securities Transaction Fees of Publicly Offered Securities Investment Funds ( C AREEBEEFREESEER S
EREEMRE) ) have been promulgated successively, which put forward new requirements for the institutional
business of securities firms to develop in a more professional and market-oriented manner. As of the end of
June 2024, the AUM of mutual funds in the market amounted to RMB31.08 trillion, representing an increase
of 12.61% as compared to the end of 2023; and the scale of private securities investment funds amounted to
RMB5.20 trillion, representing a decrease of 9.09% as compared to the end of 2023.
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During the Reporting Period, the Company promoted the high-quality development of institutional
client business in all respects, optimized and improved marketing services, and expedited the implementation
of the institutional client manager system and the digital progress of institutional business so as to build
a one-stop institutional client service system. To implement the institutional client manager system, the
Company deepened the collaborative mechanism between the Company’s headquarters and brokerage
branches, optimized the assessment system of institutional client managers and business process, with
an aim of improving the service quality. In terms of marketing services for institutional client group, the
Company focused on services for core client group including mutual fund and insurance, and actively
integrated research and services to improve the efficiency of client reach. Meanwhile, the Company made
efforts to expand the scale of ETF and securities settlement business, and cultivated new growth driver for
institutional business. Efforts were made to stabilize the private funds business scale under unfavourable
conditions and also seek new growth driver, and improve the three-dimensional marketing system of
“headquarters-branches-brokerage branches”, so as to further enhance the advantages of comprehensive
services for private fund clients. The Company continuously increased investment in the digital process
of institutional business, strengthened the digital operation and management of institutional business,
and deeply empowered business development. It launched the “CMS Wit” (BB # %) institutional service
platform to enhance the one-stop service experience of institutional clients by building a unified brand,
unified operation and integrated service model. As of the end of June 2024, the Company’s transaction
coverage ratio of key private funds managers with AUM of over RMB5 billion reached 80%, and the
asset scale of transactions by private fund clients decreased by 7.95% as compared to the end of 2023.

@ Research

As of the end of June 2024, CMS offers research coverage of 2,607 listed companies in China and
overseas, and 93% of the total market capitalization of the constituent stocks of the CSI 300 Index, 94%
of the total market capitalization of the constituent stocks of the ChiNext Board, and 79% of the total
market capitalization of the constituent stocks of the STAR Market.

During the Reporting Period, in response to the industry changes and intense market competition,
the Company focused on the goal of “making the research business an industry benchmark and effectively
supporting the strategic transformation of the Company’s core business”. It focused on promoting the
transformation of its research business by following the “three-growth-curve” development path, while
simultaneously enhancing the quality of both internal and external services. Firstly, CMS reinforced
professional capability building to provide even more high-quality research and investment services. This
was achieved through organizing various characteristic research activities such as Listed Company Forums,
Spring Investment Strategy Meetings, Intelligent Manufacturing Forums, and Low-Altitude Economy
Special Forums, thus actively expanding the income of the first growth curve. During the Reporting Period,
the overall ranking of research for the key institutional customers improved. Secondly, CMS actively
implemented the “research +” model, strengthening research on industrial chain and primary market,
adhering to value creation and empowering the Company’s key businesses through in-depth research.
Thirdly, CMS aimed to establish the”CMS Think Tank” (FA#& % E) brand by conducting special research
centered on policy, industrial chain, and the reform of Chinese SOEs, thus enhancing the brand influence
of the research business in an all-round way. In addition, the Company is committed to the digital and
intelligent transformation and upgrade of its research service support system, actively laying out plans for
an Al research institute, and developing the research service brand “CMS Intelligent Research” (387 % ).
It aims to build a one-stop intelligent research production and service platform, achieving comprehensive
digital and intelligent coverage of the entire life-cycle of research.
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®  Custody and fund administrative services

In the first half of 2024, the Asset Management Association of China (AMAC) issued the Guidelines for
the Operation of Private Securities Investment Funds ( {FLEFEHILEZEEEIEIES]) ), and the ecosystem of
private fund industry continued to be optimized.

During the Reporting Period, the Company proactively responded to changes in market condition and
customer structure, and timely adjusted its client marketing and service strategies. Adhering to the business policy
of “service oriented, expertise prioritized, innovation led and technology driven”, the Company consolidated
the advantages of traditional key clients, and vigorously developed new managers in the growth period. It
actively explored new operating models to expand new business opportunities. To seize the opportunities of
cross-border fund administrator business, the Company launched the “Partner+" offshore fund administrative
outsourcing service brand to expedite the pace of the business to go global. The Company built digital and
intelligent advantages, and innovated and operated services such as operation control center, super FOF,
the “sound of risk” risk control service, and “channel +" private fund circle that connects the upstream and
downstream of private equity institutions. The Company actively used Al large models to launch the custody GPT
super assistant to empower institutional business and improve client satisfaction. On the basis of the industry’s
first private fund TO0 valuation, the Company continued to upgrade the TO operating model and service system
to maintain the industry-leading edge in the face of fierce market competition.

As of the end of June 2024, the number of products under custody and fund administrative services
of the Company amounted to 41.5 thousand, representing a decrease of 3.49% as compared to the end of
2023, and the size of which amounted to RMB3.28 trillion, representing a decrease of 5.48% as compared to
the end of 2023. According to the statistics from the AMAC and Wind, as at the end of the Reporting Period,
the Company’s market share in terms of the number of private fund products under custody reached 21.82%
and ranked 1st in the industry for ten consecutive years since its operation. The Company ranked 3rd in the
securities industry in terms of the amount of mutual fund products under custody.

2. Investment banking business

The investment banking business of the Company includes equity financing, debt financing, and financial
advisory businesses.

(1) Equity financing

In the first half of 2024, affected by the counter-cyclical adjustment mechanism for new share issuance, the
pace of issuance in the A share equity financing market slowed down, and the scale and number of financing
decreased significantly. According to the statistics from Wind, the number of shares issued in the A share market
was 135, and the total amount of equity financing (excluding share issuance for asset acquisition, same for
below) was RMB100.827 billion, representing a year-on-year decrease of 66.75% and 81.18%, respectively.
Of them, a total of 43 IPOs were completed in the A share market, raising proceeds of RMB30.272 billion,
representing a year-on-year decrease of 86.16%. The proceeds raised from refinancing amounted to RMB70.555
billion, representing a year-on-year decrease of 77.74%.
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Chapter 3: Management’s Discussion and Analysis

During the Reporting Period, both equity and IPO proceeds in Hong Kong market decreased year-on-year
due to the slowdown in global IPO activity. According to the statistics from Bloomberg, 31 IPOs were completed
in the Hong Kong stock market with raised proceeds of US$1.873 billion, representing a year-on-year decrease
of 19.38%. The amount of equity financing in the Hong Kong stock market was US$6.350 billion, representing
a year-on-year decrease of 45.22%.

During the Reporting Period, the underwriting amount of the Company’s equity business decreased year-
on-year; however, as the Company actively grasped the issuance time window, the value and number of equity
projects underwritten ranked higher year-on-year. According to the statistics from Wind, in the first half of
2024, the Company ranked 7th and 10th in the industry in terms of the value and number of A share equity
projects underwritten as a leading underwriter, in which, the Company ranked 8th and 7th in the industry
in terms of the value of IPO and refinancing projects underwritten, respectively. According to the statistics
from Bloomberg, in the Hong Kong stock market, the Company completed a total of 2 IPO projects, with an
underwriting amount of US$48.89 million. The Company continued to vigorously develop technological finance
and green finance, and assisted 3 enterprises in related industries in completing A share equity financing, with
an underwriting amount of RMB4.782 billion.

In the first half of 2024, the Company completed a number of market influential projects, including A
share IPO project of DAMENG (£ (5, the first share of domestic database), two of the top ten IPO projects
in Hong Kong market, namely CHABAIDAO (% & #&, the first share of retailer of freshly made tea drinks of Hong
Kong stock) and MIGAO GROUP (K= % [&), the non-public offering of TUOPU (A £ &, a leading enterprise
in the field of auto parts), and the convertible bond project of COSONIC (£ K% 8, a leading enterprise in the
electroacoustic product manufacturing field).

During the Reporting Period, the Company vigorously reserved high-quality IPO projects. The overall reserve
of equity projects remained stable. According to the statistics from Wind and the Exchanges, as of the end of
June 2024, 17 A share IPO projects underwritten by the Company were pending approval (including projects
approved and to be registered), ranking 9th in the industry. Among them, 4 BSE IPO projects were pending
approval. The Company continued to serve technological innovation enterprises in the growth stage, and actively
promoted the business opportunity of companies in the “Gazelle Incubator Project” company database. As
of the end of the Reporting Period, a total of 480 companies have been selected into the “Gazelle Incubator
Project” company database, and a total of 48 companies have signed investment banking business agreements.

First half of 2024 First half of 2023
Year-
Lead Lead on-year
underwriting underwriting change in
amount | Number of amount | Number of | amount
A share projects (RMB100 million) projects | (RMB100 million) projects (%)
IPOs 16.36 1 21.88 2 -25.23%
Refinancing 35.47 3 47.40 7 -25.17%
Total 51.83 4 69.28 9 -25.19%

Source: Statistics from Wind, using issue date as statistics caliber.

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

In the first half of 2024, affected by the macro economy and policies, the cost of bond issuance showed a
downward trend, and the financing amount of the domestic bond market maintained stable growth. According
to the statistics from Wind, the total domestic bonds (excluding central bank bills and inter-bank deposit
certificates, same for below) issued amounted to RMB21.96 trillion, representing a year-on-year increase of
1.13%. Of them, the total credit bonds issued amounted to RMB9.72 trillion (excluding treasury bonds, local
government bonds, central bank bills, inter-bank deposit certificates and policy bank bonds, same for below),
representing a year-on-year increase of 4.59%. The total corporate bonds issued amounted to RMB1.87
trillion, representing a year-on-year decrease of 1.77%. The total financial bonds issued amounted to RMB4.95
trillion, representing a year-on-year decrease of 7.04%. The total ABS issued amounted to RMB766.781 billion,
representing a year-on-year decrease of 11.01%.

During the Reporting Period, the Company strictly controlled the risks of bond business, deeply cultivated
the credit bond business of central enterprises and local high-quality state-owned enterprises, strengthened
the development of financial bonds, Internet financial ABS, REITs, panda bonds and other businesses, and
enhanced its efforts in underwriting green bonds and technological innovation corporate bonds, so as to make
steady progress in the market competitiveness of the bond business. According to the statistics from Wind,
in the first half of 2024, the domestic bonds lead underwritten by the Company amounted to RMB171.444
billion, representing a year-on-year increase of 18.41%. Of them, the amount of credit bonds and financial
bonds underwritten ranked 7th and 8th in the industry. Benefiting from the expansion of Internet financial
ABS business, the competitiveness of the Company’s ABS business was gradually improved. The underwriting
amount of ABS business increased by 57.97% year-on-year, ranking 3rd in the industry, up 4 places year-on-
year. The underwriting amount of credit ABS, NAFMII ABN, and enterprise ABS business ranked 1st, 1st, and
6th in the industry, respectively. The Company actively practiced the development concept of green finance
and technological finance, and assisted in the issuance of multiple green bonds and technological innovation
corporate bonds, with a total underwritten amount of RMB14.938 billion, representing a year-on-year increase of
71.75%. The Company focused on improving services for inclusive finance, further promoted rural revitalization
construction, and assisted in the issuance of a number of “rural revitalization” and “Three Rural Issues” (=
=)-themed bonds and inclusive finance-themed products, with an underwriting amount of RMB17.791 billion.

In the first half of 2024, the Company completed a number of market influential projects, including
Huaneng Trust — 360 Micro Credit Phase-I Asset-Backed Special Plan GEREETE—= T/ NEF 1 BPEE L IFHIA
5T &), the first domestic AAA international rating exchange ABS, the 2024 Public Issuance of Rural Revitalization
Corporate Bonds for Professional Investors (Phase 1) of CCCC Financial Leasing (F R E2024F EMHHEIKE
EHAFEITHMRE A BES(E—HA)), China's first rural revitalization corporate bond of a leasing company,
the Supply Chain Finance Green Asset-Backed Special Plan (Rural Revitalization) (Phase-I) of Beijing Energy
International (REEEIPR (HFESE & B 58 1 HAAR 2 & B X i IR ST I (B AT R H)), the first green ABS on supply chain
for rural revitalization project in the power industry, the Shangri-La Asia Limited 2024 Medium-Term Notes
(Series-1) (Bond Connect) (BB R (T2 M) B R A FI2024F E 5 —HiF BAZEER (5 )), the first panda bond of
Shangri-La, the 2024 Medium-Term Notes (Phase-Il) (Sustainably-linked) of Beijing Energy International (FR&E
BIFR2024F Z 5 — Hirp B IR (AT 45 B 1 49)), the sustainably-linked panda perpetual bonds of Beijing Energy
International, and the Public Offering of Belt and Road Renewable Corporate Bonds to Professional Investors of
Xiamen ITG Group (Phase-l) (EFIEIE 2024 FHAFX K EE LR ET [ —F— K] AIBHARESE—H).
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First half of 2024 First half of 2023
Lead Lead Year-

underwriting | Number of underwriting | Number of | on-year
amount issuance amount issuance [change in
Domestic bonds (RMB100 million) (tranche) | (RMB100 million) (tranche) | amount

Enterprise bonds 1.56 1 2.00 1 -22.00%

Corporate bonds 347.43 111 377.68 101 -8.01%

Financial bonds 633.68 63 548.87 54 15.45%
hort- fi i

Short-term financing 22.84 6 28.48 8  -19.80%
bonds

Medium-term notes 146.06 40 100.67 25 45.09%

Private placement 10.21 4 42.53 11 -75.99%
notes

Asset-backed 549.16 390 347.64 252 57.97%
securities

Others 3.50 1 0.00 0 -

Total 1,714.44 616 1,447.87 452 18.41%

Source: Statistics from Wind, using issue date as statistics caliber.

Note: Bond underwriting includes bonds issued as a principal. “Others” include local government bonds,
international agency bonds, government-backed agency bonds, standardized notes, exchangeable bonds
and project revenue notes.

(3) Financial advisory

In the first half of 2024, global M&A activity showed a recovery trend, and the value of M&A transactions
rebounded year-on-year. According to the statistics from Bloomberg, a total of 26.3 thousand transactions
were announced in the global M&A market, and the total transaction value amounted to US$1.94 trillion,
representing a year-on-year increase of 15%. Transactions in China’s M&A market has slowed down. According
to the statistics from Wind, 3,728 transactions were announced in China’s M&A market (excluding overseas
M&A), and the transaction value amounted to RMB717.137 billion, representing a year-on-year decrease of
23.52%. 1,875 transactions were completed, and the transaction value amounted to RMB331.159 billion,
representing a year-on-year decrease of 50.57%.

According to the statistics from Wind and the Exchanges, during the Reporting Period, the Company
completed 2 A share market M&A and restructuring projects, namely the absorption and merger of Chongqging
Department Store and the disposal of equity of Bank of Zigong by Sichuan Zigong Conveying Machine Group,
with a transaction amount of RMB4.9 billion, ranking 4th and 7th in the industry in terms of amount and
number of transactions, respectively. As of the end of June 2024, the Company had one M&A and restructuring
project under review, ranking 3rd in the industry.
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3. Investment management

The Company engages in securities asset management business and private equity fund management
business through its subsidiaries, namely China Merchants Securities Asset Management Co., Ltd. and China
Merchants Zhiyuan Capital Investment Co., Ltd. The Company engages in mutual fund management business
through its associates, namely Bosera Funds (of which the Company holds 49% of the equity) and China
Merchants Fund (of which the Company holds 45% of the equity).

(1) Asset management business of securities companies

In the first half of 2024, the securities asset management industry accelerated the development of
mutual funds, with securities companies increasingly focusing on active management. However, due to market
conditions, the number of registered fixed-income products grew year-on-year, while equity products saw a
year-on-year decline. Securities companies expedited the establishment of asset management subsidiaries
and applying for public fund licenses, intensifying industry competition. According to the statistics from the
Asset Management Association of China, as at the end of June 2024, the AUM of private funds of securities
companies and their asset management subsidiaries amounted to RMB5.80 trillion, representing an increase
of 9.30% as compared with the end of 2023.

During the Reporting Period, CMS Asset Management continued to build active management capabilities,
strengthened the investment research system, and improved the performance of multiple products. Efforts were
made to promote product marketing and issuance according to client demand, and led to steady growth of
AUM. In April 2024, the Company was officially approved to carry out mutual fund management business. To
take the opportunity of obtaining a mutual fund license, the Company actively promoted the application and
issuance preparation of the first batch of mutual fund products, orderly advanced the registration of existing
large collective products to mutual funds, optimized product layout, and expedited channel expansion to
promote the steady development of mutual fund business. During the Reporting Period, the Company submitted
application materials for five mutual fund products. At the same time, the Company tapped the potential of
institutional business, and deeply cultivated the financial needs of banks and corporate clients so as to enhance
its sales generation ability. As of the end of June 2024, the AUM of CMS Asset Management amounted to
RMB302.159 billion, representing an increase of 2.48% as compared to the end of 2023.

Net income from asset

AUM management business
(RMB100 million) (RMB100 million)
As at the end |As at the end | First half of | First half of
of June 2024 of 2023 2024 2023
Collective asset management 1,301.64 1,151.96 2.37 2.63
Separately managed account 1,049.98 1,071.02 1.15 1.18
Specialized asset management 669.97 725.56 0.23 0.19
Total 3,021.59 2,948.54 3.75 4.00

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

In the first half of 2024, China’s equity investment industry faced multiple challenges, and the market
continued to slow down. Regulatory authorities have introduced a number of policies to guide venture capital
investment and the high-quality development of capital markets so as to contribute to the development of
technology pioneering enterprises. According to the data of Zero2IPO Research, there were 1,817 new funds in
China’s equity market, raising a total of RMB622.939 billion, representing a year-on-year decrease of 49.2% and
22.6%, respectively. The number of investment cases was 3,033, with an investment amount of RMB196.703
billion in total, representing a year-on-year decrease of 37.6% and 38.7%, respectively, with more than half
of them invested in technology-based enterprises. The number of exit cases was 746, representing a year-on-
year decrease of 63.5%, and the number of IPOs of invested companies continued to shrink, and the number
of other types of exit transactions also decreased.

During the Reporting Period, CMS Zhiyuan Capital continued to implement the guiding principles of the
Central Financial Work Conference, focused on key areas, strove to do well in five major fields, i.e. technological
finance, green finance, inclusive finance, pension finance and digital finance, and actively supported the
development of strategic emerging industries, so as to help cultivate new quality productive forces. In the
first half of 2024, CMS Zhiyuan Capital actively promoted the transformation and upgrading of traditional
industries and the development of regional economy, and completed the filing of new funds with an amount
of RMB1.7 billion. In terms of investment, it deeply cultivated key tracks such as scientific and technological
innovation and green and low-carbon, and completed the investment in 3 enterprises, with an investment
amount of RMB217 million. The amount of exiting proceeds amounted to RMB271 million. In terms of post-
investment management, CMS Zhiyuan Capital took full advantage of the platform and channel advantages
of China Merchants Group, and leveraged on the integration of industry and finance to empower the invested
enterprises. According to the statistics from the AMAC, in the second quarter of 2024, the average monthly
private AUM of CMS Zhiyuan Capital amounted to RMB20.896 billion, ranking 8th in the securities industry.

(3) Fund management

In the first half of 2024, the transformation and upgrading in domestic economy, as well as the continuous
adjustment of real estate industry presented multiple challenges for economic recovery. The New “National
Nine Opinions” anchored the goal of becoming a financial power, guided the capital market to better serve
the growth of the real economy, cultivate new quality productive force, and escort high-quality economic
development, and launched a new round of further deepening reform comprehensively. The reform of the
financial regulatory system was accelerated, the fees of asset management products were reduced, ETFs were
rapidly expanded, and some deposits were transferred to the off-balance sheet of banks, all of which brought
opportunities and challenges for the development of the mutual fund industry. According to the statistics
from the Asset Management Association of China, as at the end of June 2024, AUM of mutual funds in the
market amounted to RMB31.08 trillion, representing an increase of 12.61% as compared to the end of 2023,
reaching a record high.
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@ Bosera Funds

During the Reporting Period, Bosera Funds carried out the guiding principles of the central government,
strictly implemented the requirements of “1+N" regulatory system of the New National Nine Opinions, and
vigorously promoted reform and innovation, so as to enhance its core competitiveness. It adhered to the political
and people-centric nature of finance, oriented at serving the people, the new quality productive forces, and the
elderly industry, and strove to do well in the five major fields. Bosera Funds focused on improving client service
capabilities, digital intelligent process capabilities, and risk management capabilities, accelerated new businesses
development, and developed along the upstream and downstream of the wealth management chain to make
every effort to improve quality and efficiency. Bosera Funds adhered to technology-led and innovation-driven
strategies and operated with benchmarking management, with focus on improving core competitiveness. It
made every effort to enhance the investment capabilities of “fixed-income +” and annuities, expand the scale
of ETF and index products, and consolidate and improve the performance of equity investment and fixed-
income investment, as a way to build a benchmark enterprise in the digital and intelligent asset management
industry with high quality.

As of the end of the Reporting Period, the AUM of Bosera Funds amounted to RMB1,698.7 billion (including
the assets managed by subsidiaries), representing an increase of 8.55% as compared to the end of 2023. Of
them, the AUM of mutual funds (excluding feeder funds) amounted to RMB1,077.3 billion, representing an
increase of 13.44% as compared to the end of 2023. The AUM of non-monetary mutual funds amounted
to RMB571.3 billion, representing an increase of 7.46% as compared to the end of 2023. According to the
statistics from Wind, as of the end of June 2024, Bosera Funds ranked 6th in the industry in terms of AUM of
non-monetary mutual funds, and ranked 2nd in terms of AUM of bond mutual funds.

@ China Merchants Fund

During the Reporting Period, China Merchants Fund persisted on the inclusive financial positioning of
mutual funds, and developed in accordance with the requirements of “high-quality development” of mutual
funds, continuously improved quality and efficiency, consolidated its fundamentals, upheld fundamental
principles, broke new ground, operated under strict management, and generally maintained a momentum
of steady progress. In terms of investment research, China Merchants Fund deeply practiced the investment
research values of “duty, focus, and openness”, continued to strengthen the investment and research integration
mechanism, and promoted the building of investment research platforms. In terms of client, it continued to
deepen investor companionship, actively promoted fee reduction, steadily carried out investment advisory
business, practiced the concept of finance for the people, and strove to increase the clients’ satisfaction. In
term of product, China Merchants Fund further enriched product line, improved product structure, accelerated
international footprint, and was approved for the first REITs business of China Merchants Fund. In terms of risk
management, China Merchants Fund improved the risk management system in all fronts, and steadily promoted
risk control and compliance and operated steadily to better control business risks, with no major compliance
risk events occurring during the Reporting Period.

As of the end of the Reporting Period, the AUM of China Merchants Fund (including the assets managed
by subsidiaries) amounted to RMB1,608.6 billion, representing an increase of 3.75% as compared to the end
of 2023. Of which, AUM of mutual funds (excluding feeder funds) amounted to RMB888.2 billion, representing
an increase of 3.20% as compared to the end of 2023; and AUM of non-monetary mutual funds amounted
to RMB566.5 billion, representing a decrease of 1.57% as compared to the end of 2023. According to the
statistics from Wind, as of the end of June 2024, China Merchants Fund ranked 7th in the industry in terms of
AUM of non-monetary mutual funds, and ranked 4th in terms of AUM of bond mutual funds.
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4. Investment and trading

In the first half of 2024, the domestic macro economy operated steadily, the cultivation of new quality
productive forces was quickened, the economy’s dependence on the real estate chain was rapidly reduced,
the transformation of old growth drivers into new ones was accelerated, and external demand continued to
recover. The proactive fiscal policy was moderately strengthened to improve quality and efficiency, the prudent
monetary policy was flexible, moderate, precise and effective, and the liquidity in the financial system was
reasonably abundant. The A share market showed a deep V trend. As solid progress was made in high-quality
development and the structural transformation was continuously deepened, the financing cost of the real
economy declined, the bond market remained upward fluctuation, and the ChinaBond Composite Total Return
Index increased by 3.76%. The performance of major overseas developed economies was generally stable.
The U.S. economy moved from overheating to balance, with generally eased inflationary pressure. Overseas
central banks began to cut interest rates or entered the observation stage before cutting interest rates. U.S.
bond interest rates fluctuated upward, and the Chinese dollar bond investment-grade index rose by 2.21%.

During the Reporting Period, the Company thoroughly implemented the investment strategy of “being
large-scale while maintaining stability”, enhanced asset allocation capabilities, coordinated resource allocation
of investment business, investment decision-making and risk management in a top-down approach, adjusted
and optimized the investment structure in a timely manner in line with changes in market situation, enhanced
its business strategies to effectively improve the investment returns in a steady manner, and improved the
platformization and digital intelligence of its trading, risk control and research capabilities. As of the end of
June 2024, the Company’s financial assets amounted to RMB369.511 billion, representing a decrease of 1.36%
as compared to the end of 2023.

For equity investment, the Company continued to improve the investment research system, and adhered
to the principle of absolute returns. We vigorously promoted a high-dividend investment strategy led by SOEs,
actively explored diversified investment strategies, paid close attention to the macro environment and national
policies, upheld the long-term trend in industrial development, and selected industry leaders.

For equity derivatives investment, the Company actively developed demand-driven business, continuously
expanded capital-based intermediary trading business, including listed derivatives market making and securities
market making, and strengthened quantitative strategy and other market-neutral investment business. For listed
derivatives market making, the Company deepened the application of Al, enhanced fundamental research,
and continued to improve price discovery and risk management capabilities. As of the end of June 2024, the
number of market making qualifications for listed derivatives increased to 94, ranking first among securities
companies. During the Reporting Period, the number of awards for listed derivatives market making business
ranked first among securities companies. For securities market making business, the Company continued to
expand market making projects, with the number of fund market making projects and the number of market
making projects on the STAR Market reaching 454 and 39 respectively, maintaining a leading position in the
market in terms of competitiveness in market making. The Company was granted the comprehensive AA rating
by the SSE and SZSE in 2023, and won a number of honors in the fields of fund market making and stock
market making on the STAR Market. For OTC derivatives, the Company operated strictly in accordance with
regulatory policies and guidelines, maintained business risk neutrality and overall risks controllable. During the
Reporting Period, the Company continuously improved its OTC derivatives infrastructure and fully leveraged
internal synergies, leading to a further enhancement in service capabilities for institutional clients.
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For fixed-income investment, in terms of directional strategy, the Company fully leveraged its advantages
of investment research, accurately grasped the allocation and swing trading opportunities of the domestic bond
market. During the Reporting Period, the Company’s return of domestic fixed-income investment significantly
outperformed the ChinaBond Composite Wealth Index. Meanwhile, the Company continuously improved credit
risk management capabilities and had no investment related credit risk events. For market-neutral strategy, the
Company continued to enrich and optimize its strategies, enhanced the empowerment of financial technology,
and better captured opportunities such as interest rate spreads of different products and changes in the shape
of the yield curve, so as to obtain stable income. In terms of market making, the Company comprehensively
carried out market making business of interbank bonds, derivatives, CFFEX treasury bond futures, exchange
bonds, bond ETFs and other products, and its competitive advantage was continuously enhanced. In terms of
overseas bond investment business, the Company attached great importance to investment opportunities in
the overseas fixed-income market under the domestic low interest rate environment. The Company prudently
carried out swing trading, expanded the overseas market-neutral strategy, and steadily boosted business scale.
It significantly outperformed the market benchmark in investment return, and obtained good absolute returns
in the circumstance of rising U.S. bond interest rates and weak markets. In terms of client demand business,
the Company steadily promoted OTC derivatives businesses such as fixed-income return swaps and options.
The trading volume of OTC derivatives in the first half of the year increased as compared with the whole year
of 2023. In addition, the Company continued to strengthen the digital development of the investment research
system. The fixed-income quantitative research platform comprehensively digitalized macro research, trading
mining, and portfolio management, and the credit management system enabled the full-cycle management
of the investment research process, which greatly improved the research capability and investment efficiency.

For foreign exchange, in the first half of 2024, the Company officially launched client business. As the first
batch of institutions to participate in the direct processing of transaction settlement in the foreign exchange
trading center and the foreign exchange bilateral agency settlement service of Shanghai Clearing House, the
Company achieved comprehensive development of proprietary trading and client business, making the market
influence continuously maintain the forefront of brokers.

For alternative investment, with focus on investment opportunities in the fields of technological finance,
green finance and digital finance, CMS Investment continued to conduct in-depth research on key industries
such as green dual carbon, chip semiconductors, and medical and health care, and actively explored high-
quality potential enterprises with core independent competence and in line with the national strategy, and
adhered to high-quality investment standards. It invested RMB100 million in projects in the first half of 2024.
It attached great importance to post-investment management and prudently disposed of risky projects, with
an exit amount of approximately RMB370 million.
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IV. Financial Analysis
1.  Analysis of financial statements
1.1 Analysis of the profitability of the Company during the Reporting Period
In the first half of 2024, the Company’s total revenue, other income and gains amounted to RMB14.362

billion, representing a year-on-year decrease of 8.25%; and profit for the period attributable to shareholders
of the Company amounted to RMB4.748 billion, representing a year-on-year increase of 0.44%.

Unit: RMB’000

Current period Previous period Change

QR [y ey oy e oy
Fee and commission income 4,453,006 31.00% 5,269,094 33.66% -816,088 -15.49%
Interest income 5,031,862 35.03% 5,423,377 34.65% -391,515 -7.22%
Investment gains, net 4,753,132 33.09% 3,918,188 25.03% 834,944 21.31%
Other income and gains, net 124,394 0.87% 1,042,892 6.66% -918,498 -88.07%

Total revenue, other income and

s 14,362,394 100.00% 15,653,551 100.00%  -1,291,157 -8.25%

Fee and commission income amounted to RMB4.453 billion, representing a year-on-year decrease of
15.49%. Among which, the income from securities and futures brokerage business amounted to RMB3.493
billion, representing a year-on-year decrease of 12.96%, mainly attributable to the decrease in the trading
volume of stocks and funds in the SSE, SZSE and BSE, and the year-on-year decrease in net fee income from
agency trading of securities of the Company; the income from underwriting and sponsorship business amounted
to RMB259 million, representing a year-on-year decrease of 40.07%, mainly attributable to the year-on-year
decrease in income from IPOs of the Company; and the income from asset management business amounted
to RMB347 million, representing a year-on-year decrease of 7.16%, mainly attributable to the year-on-year
decrease in management fee income of CMS Asset Management, a subsidiary of the Company.

Interest income amounted to RMB5.032 billion, representing a year-on-year decrease of 7.22%, of
which interest income from margin financing and securities lending decreased year-on-year as a result of the
year-on-year decrease in the size and interest rate of margin financing and securities lending of the Company.

Investment gains, net amounted to RMB4.753 billion, representing a year-on-year increase of 21.31%,
mainly attributable to a higher year-on-year increase in revenue from fixed-income investments.

Other income and gains, net amounted to RMB124 million, representing a year-on-year decrease of
88.07%, mainly attributable to the year-on-year decrease in revenue from commodities business under China
Merchants Futures, a subsidiary of the Company.
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Unit: RMB’000

Current period Previous period

Amount | Percentage Amount | Percentage Amount | Percentage

Depreciation and amortization 422,275 4.16% 376,281 3.36% 45,994 12.22%
Staff costs 3,113,689 30.69% 3,225,897 28.77% -112,208 -3.48%
Fee and commission expenses 945,118 9.32% 1,137,763 10.15% -192,645 -16.93%
Interest expenses 4,564,829 44.99% 4,489,749 40.04% 75,080 1.67%
Tax and surcharges 49,626 0.49% 53,318 0.48% -3,692 -6.92%
Other operating expenses 1,012,274 9.98% 1,782,982 15.90% -770,708 -43.23%
'mffe'gl:ﬁzzs"?:?;;”::tr;xf:\fgfil 37602 037% 147068  131% 109376  -74.37%
Total expenses 10,145,503 100.00% 11,213,058  100.00%  -1,067,555 -9.52%

In the first half of 2024, the total expenses of the Company amounted to RMB10.146 billion, representing
a year-on-year decrease of 9.52%, of which:

Fee and commission expenses amounted to RMB945 million, representing a year-on-year decrease of
16.93%, mainly attributable to the year-on-year decrease in fee and commission expenses of the securities
and futures brokerage business.

Interest expenses amounted to RMB4.565 billion, representing a year-on-year increase of 1.67%, of which
interest expenses of the financial assets sold under repurchase agreements and short-term debt instruments
increased year-on-year, partially offset by the year-on-year decrease in the interest expenses of the bonds
payable.

Staff costs amounted to RMB3.114 billion, representing a year-on-year decrease of 3.48%, of which
salaries, bonus and allowances, contributions to retirement benefits and other social welfare decreased year-
on-year.

Impairment losses under expected credit loss model, net of reversal amounted to RMB38 million,
representing a year-on-year decrease of 74.37%, mainly attributable to the year-on-year decrease in impairment
loss of financial assets held under resale agreements.

Other operating expenses amounted to RMB1.012 billion, representing a year-on-year decrease of 43.23%,
mainly attributable to the year-on-year decrease in expenses of commodity business under China Merchants
Futures, a subsidiary of the Company.

Other expenses included depreciation and amortization, tax and surcharges.
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1.2 Analysis of segment revenues, other incomes and gains

Unit: RMB’000

Current period Previous period Percentage
Business segment

Amount | Percentage Amount | Percentage change

Wealth management
g Decreased by 2.71

and institutional 7,432,796 51.75% 8,524,753 54.46% .
— percentage points
) Decreased by 1.04

Investment banking 301,677 2.10% 492,187 3.14% y .
percentage points
| t t Decreased by 0.16

nvestmen 513,994 3.58% 586,064 3.74% sed by 9.
management percentage point
| d by 9.29

Investment and trading 5,647,794 39.32% 4,700,654 30.03% | eaeaby
percentage points
D d by 5.38

Others 496,794 3.46% 1,383,819 8.849 —oocaedby

percentage points

Segment revenue, other income and gains from the wealth management and institutional business
amounted to RMB7.433 billion, representing a year-on-year decrease of 12.81%; segment revenue, other
income and gains from the investment banking business amounted to RMB302 million, representing a year-
on-year decrease of 38.71%; segment revenue, other income and gains from the investment management
business amounted to RMB514 million, representing a year-on-year decrease of 12.30%; segment revenue,
other income and gains from the investment and trading business amounted to RMB5.648 billion, representing
a year-on-year increase of 20.15%; and segment revenue, other income and gains from other businesses
amounted to RMB497 million, representing a year-on-year decrease of 64.10%.

In terms of revenue composition, the proportion of the wealth management and institutional business, the
investment banking business, the investment management business and other businesses decreased by 2.71
percentage points, 1.04 percentage points, 0.16 percentage point and 5.38 percentage points, respectively,
and the proportion of the investment and trading business increased by 9.29 percentage points.
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1.3 Analysis of assets and liabilities

As at the end of June 2024, the Company’s total assets amounted to RMB639.13 billion, representing
a decrease of RMB56.723 billion, or 8.15%, as compared to the end of 2023. Excluding accounts payable to
brokerage clients, total assets amounted to RMB547.752 billion, representing a decrease of RMB30.249 billion,
or 5.23%, as compared to the end of 2023, among which financial assets' decreased by RMB5.093 billion as
compared to the end of 2023, financial assets held under resale agreements decreased by RMB14.148 billion
as compared to the end of 2023, and advances to customers decreased by RMB5.447 billion as compared to
the end of 2023.

The Company’s asset quality and liquidity remained sound, and its net current assets amounted to
RMB129.875 billion. The Company’s cash and bank balances and clearing settlement funds, financial assets,
advances to customers and financial assets held under resale agreements, and interests in associates and joint
ventures accounted for 18.60%, 57.81%, 17.81% and 1.87% of total assets, respectively. As compared to
the end of last year, the proportion of the Company’s cash and bank balances and clearing settlement funds,
financial assets, advances to customers and financial assets held under resale agreements, and interests in
associates and joint ventures decreased by 2.62 percentage points, increased by 3.98 percentage points,
decreased by 1.36 percentage points and increased by 0.18 percentage point, respectively.

As at the end of June 2024, the Company'’s total liabilities amounted to RMB514.6 billion, representing
a decrease of RMB59.216 billion, or 10.32%, as compared to the end of 2023. Excluding accounts payable
to brokerage clients, total liabilities amounted to RMB423.222 billion, representing a decrease of RMB32.742
billion, or 7.18%, as compared to the end of 2023. Among which, short-term debt instruments decreased by
RMB13.585 billion as compared to the end of 2023, and bonds payable decreased by RMB18.237 billion as
compared to the end of 2023.

The Company'’s liabilities are mainly denominated in RMB, HKD and USD. For details of the Company’s
borrowing rates, please refer to Note 33 “Short-term borrowings”, Note 34 “Short-term debt instruments”,
Note 35 “Placements from banks and other financial institutions”, Note 42 “Long-term borrowings due within
one year”, Note 43 “Long-term borrowings”, Note 48 “Bonds payables due within one year” and Note 49
“Bonds payables” to the consolidated financial statements of this report.

Among total liabilities, the Company’s financial assets sold under repurchase agreements, short-term
borrowings and placements from banks and other financial institutions accounted for 32.03%; accounts payable
to brokerage clients accounted for 17.76%; bonds payable accounted for 20.16%; short-term debt instruments
accounted for 8.44%; and financial liabilities at fair value through profit or loss and derivative financial liabilities
accounted for 12.47%. As compared to the end of last year, the proportion of financial assets sold under
repurchase agreements, short-term borrowings and placements from banks and other financial institutions
increased by 1.37 percentage points; the proportion of accounts payable to brokerage clients decreased by
2.78 percentage points; the proportion of bonds payable decreased by 1.10 percentage points; the proportion
of short-term debt instruments decreased by 1.50 percentage points; and the proportion of financial liabilities
at fair value through profit or loss and derivative financial liabilities increased by 3.50 percentage points.

L Financial assets = Debt instruments at fair value through other comprehensive income + Debt instruments at
amortized cost + Financial assets at fair value through profit or loss + Equity instruments at fair value through
other comprehensive income + Derivative financial assets

40  China Merchants Securities Co., Ltd. | 2024 Interim Report



As at the end of June 2024, excluding accounts payable to brokerage clients, the gearing ratio of the
Company was 77.27%, representing a decrease of 1.62 percentage points as compared to the end of 2023.

As at the end of June 2024, equity attributable to shareholders of the Company amounted to RMB124.452
billion, representing an increase of RMB2.490 billion as compared to the end of 2023. Among which, profit for
the period attributable to shareholders of the Company amounted to RMB4.748 billion; dividends recognized as
distribution amounted to RMB2.192 billion; and distribution to holders of other equity instruments amounted
to RMB572 million.

1.4 Cash flows

Unit: RMB*000
Net cash ted f ti
€% cash generated from operating 44,085,990 11,690,949 32,395,041 277.10%
activities
Net cash (used in)/ ted
et cash (used in)/generated from -10,628,298 1,324,784  -11,953,082 -902.27%

investing activities
Net cash used in financing activities -35,330,742 -19,838,819 -15,491,923 -

Net decrease in cash and cash

. -1,873,050 -6,823,086 4,950,036 -
equivalents

In the first half of 2024, excluding the impact of changes in cash held on behalf of customers, the
Company’s cash and cash equivalents amounted to RMB27.966 billion, of which cash and cash equivalents
denominated in RMB accounted for 77.52%. The Company's cash and cash equivalents are mainly denominated
in RMB, HKD and USD.

In the first half of 2024, the Company’s net decrease in cash and cash equivalents amounted to RMB1.873
billion. Among which, net cash from operating activities amounted to RMB44.086 billion; net cash used in
investing activities amounted to RMB10.628 billion; and net cash used in financing activities amounted to
RMB35.331 billion.

Net cash from operating activities increased by RMB32.395 billion as compared to the first half of 2023,
mainly attributable to the increase of RMB65.608 billion in net cash from financial assets/liabilities at fair value
through profit or loss, partially offset by the decrease of RMB33.691 billion in net cash from accounts payables
to brokerage clients.

Net cash from investing activities decreased by RMB11.953 billion as compared to the first half of 2023,
mainly attributable to the decrease of RMB12.858 billion in net cash from financial assets at fair value through
other comprehensive income.

Net cash from financing activities decreased by RMB15.492 billion as compared to the first half of 2023,
mainly attributable to the decrease of RMB36.615 billion in net cash as a results of repayment of bonds and
short-term debt instruments, partially offset by the increase of RMB20.967 billion in net cash from the issuance
of bonds and repayment of short-term borrowings.
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hapter 3: Management’s Discussion and Analysis

2. Overseas assets

Overseas assets amounted to RMB44.358 billion, accounting for 6.94% of total assets.

(Iv) Analysis of investment
1. General analysis of external equity investments

During the Reporting Period, the Company did not purchase or sell any external equity investment.

2. Financial assets measured at fair value

Unit: RMB10,000

Profit or loss : : Disposal/
Cumulative | Impairment Purchase :
: from changes o N redemption :

Opening | . , . changes in fair | provision for |  amount for Other Closing

Asset class in fair value : amount for
amount value included the current | the current changes amount

for the current i eauit eriod eriod the current

period el : : period
Bonds 26,193,872.35 153,796.17 82,148.02 45311 141,175,241.37  140,190,365.56 -264.00  27,414,428.35
Funds 4,166,274.23 1,573.38 213.64 - 3854572279 38,866,174.08 409.66  3,848,019.62
Stocks 3,893,475.83 -14,373.29 -11,934.17 - 19,683,637.88  20,839,256.73 804981 2,719,599.33
Derivatives -25,984.69 24338142 - - - - 71523.87 288,920.60
Others 2,469,696.66 -11,942.76 - - 155264821 2,057,826.45 2327 1,952,798.93
Total 36,697,334.38 37243492 70,427.49 45311 200,957,250.25  201,953,622.82 7994261 36,223,766.83

3. Securities investment

As the Company is a securities company principally engaging in proprietary trading business with frequent
and wide varieties of transactions, and has disclosed the investment categories, fair value changes, investment

gains and other details in “Chapter 9: Financial Report”, the Company thus will not disclose the relevant details
of securities herein.
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(V) Analysis of principal subsidiaries and companies in which the Company has a non-controlling
interest

1.  Analysis of subsidiaries
(1) China Merchants Securities Asset Management Co., Ltd.

CMS Asset Management is a wholly-owned subsidiary of China Merchants Securities with a registered
capital of RMB1 billion. It is principally engaged in securities asset management and publicly offered security
investment funds management.

As of the end of June 2024, the total assets of CMS Asset Management amounted to RMB5.855 billion
and the net assets amounted to RMB5.472 billion. In the first half of 2024, it recorded total revenue, other
income and gains of RMB452 million and net profit of RMB168 million.

(2) China Merchants Securities International Company Limited

CMS International is a wholly-owned subsidiary of China Merchants Securities with a paid-up capital of
HK$6.454 billion. Through its subsidiaries, CMS International is principally engaged in securities and futures
contracts brokerage, listing sponsorship, financial advisory, corporate finance, investment management, asset
management, market research and other businesses as permitted by regulatory rules of the place where its
subsidiaries operate.

As of the end of June 2024, the total assets of CMS International amounted to HK$48.645 billion and
the net assets amounted to HK$9.649 billion. In the first half of 2024, it recorded total revenue, other income
and gains of HK$1.154 billion and net profit of HK$214 million.

(3) China Merchants Futures Co., Limited

China Merchants Futures is a wholly-owned subsidiary of China Merchants Securities with a registered
capital of RMB3.598 billion. Its principal businesses include commodity futures brokerage, financial futures
brokerage, futures investment consultation and asset management. As of the end of June 2024, China
Merchants Futures has four futures branches in Beijing, Guangzhou, Shanghai and Hangzhou, one branch
office in Henan and one risk management subsidiary, i.e. China Merchants Securities Capital Investment Co.,

Ltd. FHREXKERGR LA A).

As of the end of June 2024, the total assets of China Merchants Futures amounted to RMB34.906 billion
and the net assets amounted to RMB5.160 billion. In the first half of 2024, it recorded total revenue, other
income and gains of RMB680 million and net profit of RMB146 million.
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(4) China Merchants Zhiyuan Capital Investment Co., Ltd.

CMS Zhiyuan Capital is a wholly-owned subsidiary of China Merchants Securities with a registered capital
of RMB2.1 billion and a paid-up capital of RMB1.8 billion. It is principally engaged in private equity investment
funds and related consultancy and advisory services and other businesses as permitted by regulatory authorities.

As of the end of June 2024, the total assets of CMS Zhiyuan Capital amounted to RMB4.139 billion and
the net assets attributable to shareholders of the parent company amounted to RMB2.090 billion. In the first
half of 2024, it recorded total revenue, other income and gains of RMB15 million and loss attributable to
shareholders of the parent company of RMB31 million.

(5) China Merchants Securities Investment Co., Ltd.

CMS Investment is a wholly-owned subsidiary of China Merchants Securities with a registered capital
of RMB10.1 billion and a paid-up capital of RMB7.1 billion. It is principally engaged in alternative investment
businesses such as financial products and equity investment other than those listed in the List of Securities
Investments for Proprietary Trading of Securities Companies ( (E5 A REBEAHEH LR EREBE) ).

As of the end of June 2024, the total assets of CMS Investment amounted to RMB10.500 billion and the
net assets amounted to RMB9.922 billion. In the first half of 2024, it recorded total revenue, other income
and gains of RMB34 million and net profit of RMB20 million.

2. Analysis of companies in which the Company has a non-controlling interest
(1) Bosera Asset Management Co., Limited

The Company holds 49% equity interest in Bosera Funds. Bosera Funds was established on July 13, 1998
as one of the first five mutual fund management companies in mainland China. Its business scope includes
fund raising, sales of funds, asset management and other businesses permitted by the CSRC.

As of the end of June 2024, Bosera Funds recorded total assets of RMB12.535 billion and net assets
attributable to shareholders of the parent company of RMB9.455 billion. In the first half of 2024, it recorded
operating income of RMB2.215 billion and net profit attributable to shareholders of the parent company of
RMB756 million.

(2) China Merchants Fund Management Co., Ltd.

The Company holds 45% equity interest in China Merchants Fund. China Merchants Fund was established
on December 27, 2002. Its business scope includes fund management, promotion and establishment of funds
and other businesses approved by the CSRC.

As of the end of June 2024, China Merchants Fund recorded total assets of RMB14.783 billion and net
assets of RMB9.605 billion. In the first half of 2024, it recorded operating income of RMB2.532 billion and
net profit of RMB847 million.
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(VI) Structured entities controlled by the Company

As of June 30, 2024, the Group consolidated 47 structured entities, including mainly asset management
schemes, investment funds and limited partnership. Under the circumstance that the Group is involved in a
structured entity as manager and investor, the Group comprehensively assesses whether its potential variable
returns will be significantly affected by the returns attributable to its investment and the remuneration as a
manager and whether the Group is a principal responsible person of the entity. As of June 30, 2024, the total
assets of the consolidated structured entities amounted to RMB30.745 billion.

(VIl) Financing
1.  Financing channels and financing capabilities

The Company has established diversified financing channels, and engages in financing through onshore
and offshore additional issuance, rights issue, perpetual subordinated bonds, subordinated bonds, corporate
bonds, financial bonds, short-term financing bonds, income certificates, margin fund loan, interbank borrowing
and repurchase, bank borrowings, etc. The Company arranges the types of financing according to its operation
and business development needs, with an aim to optimize its financing structure.

2. Liability structure

As of the end of June 2024, total liabilities of the Company amounted to RMB514.600 billion. Excluding
the amount of accounts payable to brokerage clients, total liabilities amounted to RMB423.222 billion. Of
which, as of the end of June 2024, bonds payable amounted to RMB103.755 billion, accounting for 24.52%
of liabilities; short-term debt instruments amounted to RMB43.441 billion, accounting for 10.26% of liabilities;
long-term borrowings amounted to RMB2.117 billion, accounting for 0.50% of liabilities; financial assets sold
under repurchase agreements amounted to RMB145.495 billion, accounting for 34.38% of liabilities; short-
term borrowings amounted to RMB5.733 billion, accounting for 1.35% of liabilities; and placements from
banks and other financial institutions amounted to RMB13.597 billion, accounting for 3.21% of liabilities. The
Company had stable operation, good profitability, abundant liquidity replenishment channels and excellent
asset quality, which provide a strong protection for the Company’s solvency.

3. Liquidity management

In respect of liquidity management, the Company aims to ensure its liquidity safety and meet the needs
of business development. In a normal operation environment, the Company aims to maintain sufficient capital
to meet the needs of business development. In stressful situations, the Company aims to maintain sufficient
buffer capacity to release cash flows and ensure the capital requirements in unconventional circumstances.

The Treasury Department of the Company is responsible for the allocation of capital, coordination of
capital planning, management of capital positions and capital requirements, and daily monitoring of cash
positions and cash flow gaps.
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By analyzing and monitoring the size and structure of assets and liabilities, the Company ensures that
the size and duration of its assets and liabilities are able to meet its business development needs, while also
maintains premium liquid assets at a reasonable and sufficient level. The Company has formulated a multiplier
liquidity risk indicator limit management system based on its risk appetite, and monitors the performance of
each risk indicator on a daily basis. The Company monitors and analyzes the development of each business
in a timely manner, and on such basis, uses risk assessment approaches such as sensitivity analysis, stress test
and VaR analysis to dynamically monitor the liquidity risk of business development, and takes corresponding
risk management measures. The Company has established an internal risk reporting system so that it can be
promptly aware of the liquidity risk of each business and take corresponding measures to ensure the safety,
stability and sustainability of each business. The Company has formulated an emergency management system
to deal with the shortage of funds, and organizes emergency plans and conducts regular drills and evaluations.
The Company actively expands its financing channels, and meets various needs for capital in its business process
through diverse financing approaches. In the first half of 2024, the Company’s liquidity risk indicators performed
well. It had adequate liquid assets, and the liquidity of asset allocation continued to maintain at a high level.

(VIll) Business plan for the second half of 2024

In the second half of 2024, the Company will continue to focus on the “five key areas” of technological
finance, green finance, inclusive finance, pension finance and digital finance. It will proactively analyze market
changes, actively overcome challenges posed by unfavorable external operating environments, and maintain
strategic focus to strive to achieve annual targets, ensuring a strong start to the new five-year strategic
development plan.

In terms of the wealth management and institutional business segments, the Company will closely monitor
market expectations and product structural characteristics, optimize asset allocation across major classes, and
comprehensively review and continuously refine the existing product portfolio. It will also continue to enhance
the online service model to improve service quality and efficiency, further grow assets under management (AUM)
in the wealth management business, expand key products like ETFs and brokerage settlements, and cultivate
new growth drivers in the institutional business. The Company will actively respond to external challenges,
such as public fund fee reforms, strengthen the analyst team, enhance research capabilities, and improve the
quality and efficiency of research operations. Additionally, the Company will further develop its institutional
digital platforms to enhance customer experience and consolidate its leading position in the custody industry.

In terms of the investment banking segment, the Company will continue its efforts to build a robust and
modern investment bank. The Company will strengthen the platform support for client development, and
enhance the expansion of SOEs business. Additionally, the Company will bolster its channel development by
establishing a localized, regularized and systematic “One Bank, Three Investment Units” (—f =1%)? synergy
model, and solidify its project pipeline foundation. In addition, the Company will concentrate its resources
on strategic sectors like TMT (Technology, Media, and Telecommunications) and biomedicine, to promote
professional transformation and continue to improve its technology and financial service capabilities. We will
continue to increase efforts to develop superior varieties such as asset securitization and public offering REITs,
with an aim to increase market share.

2 One Bank, Three Investment Units: Bank, Investment banking, Research and Investment

46  China Merchants Securities Co., Ltd. | 2024 Interim Report



In terms of the investment and management segment, CMS Asset Management will proactively work
towards the successful launch of its first batch of public offering products. It will focus on building its core
investment and research capabilities, enhancing its active management proficiency, and establishing itself as
a stable securities asset management institution characterized by a balanced development of both public and
private funds. CMS Zhiyuan Capital will strengthen its investment capability, aiming to increase investment
returns. It will also strengthen post-investment management, actively addressing the challenges posed by the
slowdown in IPO issuance, and will vigorously expand its project exit channels.

In terms of the investment and trading segment, the Company will continue to enhance investment
returns and ensure the stability of those returns. In fixed income investments, the Company will leverage
its professional expertise, actively seize new opportunities, and develop new strategies, optimizing resource
allocation while maintaining risk control. In derivative investments, the Company will unwaveringly advance its
capital intermediary trading business, actively seeking new growth drivers, and boosting income from neutral
strategies. In equity investments, the Company will adhere to an absolute return philosophy and improve its
diverse investment strategies, with the goal of achieving long-term stable returns that can withstand market
fluctuations. CMS Investment will continue to focus on investment in strategic emerging industries and future-
oriented industries, adhere to the principle of “making investment in carefully selected high-quality targets”,
and steadily improve investment capacity. It will take refined measures for post-investment management, and
strictly dispose risky projects.

(I) Potential Risks

During the Reporting Period, the Company continued to explore new risk management practices and
approaches to ensure its long-term and sustainable development. Details of the risk management profile and
relevant measures in relation to the market risks, credit risks, operational risks, liquidity risks and other risks
during the business operation of the Company are as follows:

1. Risk management
(1) Risk management structure

Since inception, the Company has been committed to establishing an innovative and insightful risk
management system that is aligned with its operation strategies and deeply rooted in its core business lines
comprehensively. Sound corporate governance and effective risk management and internal control system have
been put in place to cope with the risks in the securities market faced by the Company.

In accordance with the Guidelines for Internal Control of Securities Companies ( &% A & R EBHEHIE3]) )
and the Norms for the Overall Risk Management of Securities Companies ( (ZE5 AR ZHEEMLEIEHRE) ), and
taking into account its operational needs, the Company has taken the lead in establishing a modern five-level
risk management structure, consisting of strategic arrangements of the Board, supervision and inspection of
the Supervisory Committee, risk management decision of the senior management and the Risk Management
Committee, risk control and supervision of relevant departments in charge of risk management and the direct
management of other departments, branches and wholly-owned subsidiaries.
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The chart below sets out the risk management organizational structure of the Company:

Maximize Interests of Shareholders

Shareholders’ General Meeting
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Risk Appetite Approval
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The overall risk management responsibilities of each department/position in the risk management
organizational structure of the Company are as follows:

@  The Board and its Risk Management Committee are responsible for reviewing and approving the
overall risk management system, risk appetite, risk tolerance and various risk limit indicators of the
Company, convening quarterly meetings to review quarterly risk reports and thoroughly assessing
the risk management of the Company.

@  The Supervisory Committee is responsible for supervising and examining the operation of the overall
risk management system of the Company.
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The senior management is fully responsible for the risk management in the Company’s business
operation. They regularly review risk assessment reports, formulate risk management measures
and establish risk limit indicators. The Risk Management Committee was set up under the senior
management as the highest risk management decision-making body at the operation level. The
Company has also appointed a Chief Risk Officer to oversee the formation of the overall risk
management system, monitor, evaluate and report the enterprise risk level, and provide risk
management advice for business decision-making of the Company. In addition, the Securities
Investment Committee, Credit Risk Committee, Valuation Committee, Capital Commitment Committee
and Investment Banking Business Risk Policy Committee were set up under the Risk Management
Committee and responsible for making collective decisions based on experts’ suggestions on issues
relating to securities investment, credit risk, securities valuation, capital commitment risks and
investment banking business risk within their respective scope of authorization. The risk management
of subsidiaries is managed by the enterprise risk management system of the Company through
vertical management approach. The person-in-charge of risk management of subsidiaries shall be
nominated, appointed, removed and appraised by the Chief Risk Officer of the Company.

As the department in-charge of coordinating the Company’s management over market, credit and
operational risks, the Risk Management Department is responsible for managing the market risks and
credit risks, as well as assisting and guiding other business departments in managing operational risks
of the Company. As the department in-charge of the liquidity risk management of the Company,
the Treasury Department is responsible for managing liquidity risks and the formation of the liquidity
risk management system. The Legal and Compliance Department is responsible for managing the
compliance and legal risks as well as money laundering risks of the Company and assisting the
Chief Compliance Officer in reviewing, supervising and examining the compliance over the business
operations and practice of the Company and its employees, and promoting the implementation of
work in relation to anti-money laundering. The Risk Management Department and the General Office
are responsible for managing the reputational risks of the Company and other departments of the
Company perform front-line responsibilities for reputation risk management. The Audit Department
is responsible for auditing and examining the effectiveness and execution of the risk management
procedures of the Company as well as conducting an overall evaluation of the internal control system
of the Company at least once a year.

Each of the business departments, branches and wholly-owned subsidiaries of the Company is directly
responsible for risk management and supervision of their respective business and management fields.

The Company has established a “three lines of defense” system of risk management to identify, assess,
address, monitor, inspect and report risks. The first line of defense is the departments and branches which
conduct effective self-regulated risk management; the second line of defense is the relevant risk-control
functions that carry out professional measures on risk management; and the third line of defense is post-event
supervision and evaluation conducted by the Audit Department and Supervision Department.
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(2) Risk management system

Guided by the Overall Risk Management System of China Merchants Securities Co., Ltd. ( {FAEFEHK
HBAERARZEERKREERSIE) ) and the Rules of Procedures for Risk Management Committee of the Board
of China Merchants Securities Co., Ltd. ( (IBEZFLHERMDERATNEZTCTRRERZE L TIERA]) ), the
Company has developed a risk management system that covers various risk exposures including overall, market,
credit, operational, liquidity, reputation and money laundering risks and specifies the boundaries and general
principles of each risk category.

(3) Quantitative risk management indicator system

The Company has on a top-down basis established a quantitative risk management indicator system
covering risk appetite, risk tolerance, economic capital and risk limit, so as to prioritize businesses with higher
risk-adjusted returns for resource allocation. This approach has effectively improved the risk management and
the corporate value of the Company.

@  Coherent risk appetite and tolerance indicators: Risk appetite framework establishes the fundamental
attitude of the Board and the senior management towards the balance between risk and return
based on the analysis of various risk exposures of the Company. Risk tolerance refers to quantitative
limit indicators reflecting the effectiveness of risk management set by the Company for each specific
business segment based on risk appetite and the characteristics of different business segments, in
order to specify the maximum tolerance range for risk management results. After years of effort,
the Company has developed clear risk appetite descriptions covering risk types such as overall risk,
market risk, credit risk, operational risk and liquidity risk, based on which a risk appetite indicator
system and a risk tolerance indicator system were established. The Company sets its targets of risk
appetite and risk tolerance at the beginning of each year and determines economic capital budget
and business authorization accordingly. The Company monitors and reports risk appetite and risk
tolerance on a monthly basis, and continuously reviews the risk management based on the results.

@  Scientific economic capital management model: The Company took the lead to introduce an
economic capital management model in the securities industry in 2006, and kept on optimizing the
methodologies on economic capital measurement and improving the economic capital management
process. Our economic capital management covered market risk, credit risk and operational risk.
The Company has developed internal models to measure market risk and credit risk of the economic
capital that are sufficiently sensitive to risk factors and practically sound. It measured operational
risks according to the standards under the Basel Accords. The measurement of economic capital is
generally used in areas such as risk monitoring, quantitative assessment and performance assessment.

@  Business authorization management system with the core of risk limits: Within the statutory business
scope, the Company granted business authorization at different levels based on the risk rating of
the decision-making matters. The Company granted authorization prudently based on the risk
management capability, implementation of business authorization and actual risk management
results of each business department, so as to improve decision-making efficiency while keeping the
risks under control. Unauthorized operations are strictly prohibited. Authorized persons at each level
must exercise their power and undertake business activities only within the authorized scope, and
must not exceed their authorities.
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@  Comprehensive stress testing mechanism: The Company established the Administrative Regulations
for Stress Testing of China Merchants Securities Co., Ltd. ( {IREEFR DGR A BB AR E1E
#¥#1) ), which specified the division of duties among departments in stress test and determined
the methods and procedures of stress test. The Company conducts routine or ad hoc stress test on
liquidity risk, credit risk and market risk, as well as net capital and other risk limit indicators, based
on business and market development. With this approach, the Company can effectively evaluate
changes in the operation and risk profiles under extreme circumstances.

(4) Risk management culture

The Company adheres to a sound risk management culture and has integrated risk control and compliance
into the corporate culture of China Merchants Securities, emphasizing that compliance and risk control are
the lifeline of the Company and proposing that “professional compliance and risk control can not only hold
the bottom line, but also facilitate business expansion”. Through promotion platforms at different levels, the
Company carried out professional training and salon activities covering key risk areas, risk management policies
and major risk warning cases, and established a risk case column to promote its risk management culture, so
as to ensure all the employees to exercise risk management. The Company safeguarded the effectiveness of
its comprehensive risk management system through a performance appraisal system and an accountability
mechanism which cover all employees and are linked to the effectiveness of risk management.

(5) Risk management IT system

The Company fully understood the importance of the digitalization in modern risk management. With
the innovative establishment of the platform for intelligent integrated risk management of the Group, CMS-
RISK, through which each subordinate systems is integrated to provide timely and effective identification,
measurement, monitoring and reporting for various types of risks with reference to the experience drawn from
international leading investment banks, the Company realized the idea of vertically managing risks which were
associated with cross-border businesses of the parent company and its subsidiaries, globalization and multiple
currencies in T+1 days. The platform focused on ensuring the accurate calculation and submission of regulatory
reports and data, as well as effectively realizing the Company’s internal risk monitoring and measurement
analysis. On this basis, various digital means were used to gradually improve the efficiency of risk management.

The platform for intelligent integrated risk management of the Group automatically captures, calculates
and integrates various basic data through construction of risk models, measurement of risk indicators, statistical
analysis of historical data and other methodologies, and realizes the accurate submission of various regulatory
reports and the monitoring and early warning of all risk limits of the parent company and its subsidiaries.
Through the risk data collection of the Group, internal and external data sources such as business data and
information data can be integrated, thereby continuously optimizing the functions of data collection, theme
model design, data standards and data quality check as well as the risk data management mechanism, and
realizing the integrated collection of risk information of the parent company and its subsidiaries. All subordinate
risk systems include more than 10 modules such as risk cockpit, consolidated net capital monitoring indicator
management system, market risk management system, credit risk management system, operational risk
management system, comprehensive risk management system, negative information client system, internal
credit rating engine for bonds, market risk measurement engine, economic capital measurement engine, all of
which are built upon the data collection and integrated on the same platform through the risk management
cockpit, thereby realizing single sign-on and unified authority management. The Company's overall risk profile
can be displayed through a unified risk control view.

2024 Interim Report | China Merchants Securities Co., Ltd. 51



The Group's intelligent integrated risk management platform and each subordinate system have industry-
leading level of risk data governance. They have sound system scalability. This has significantly improved the
efficiency of risk management and the digital capabilities of risk control. In the future, the Group will transform
towards the direction of application integration, risk control tools and intelligence to build a comprehensive,
flexible and stable digital risk control platform, and will continue to explore the possibility of applying various
types of artificial intelligence models in the field of risk control, thereby laying a solid foundation for the
business development and innovation of the Company.

2. Market risks and corresponding measures
(1) Overview

The market risk of the Company is the risk of losses on its investment portfolio due to adverse changes in
market conditions. The investment portfolio of the Company includes portfolios covering equity, fixed-income,
commodity, foreign exchange and equity investment. Major market risks of the Company include:

@  equity risk: attributable to portfolio risk exposure to changes in prices and volatility of equity securities
such as stocks, stock portfolio and stock index futures;

@ interest rate risk: attributable to portfolio risk exposure to yield curve of fixed-income investment,
interest rate movements and credit spreads;

@  commodity risk: attributable to portfolio risk exposure to changes in spot commodity prices, futures
price, forward commodity prices and volatility;

@ exchange rate risk: attributable to portfolio risk exposure to changes in spot exchange rate, forward
exchange rate, spot price and volatility;

® equity investment risk: attributable to the risk exposure to changes in fair value of equity investment
projects and private equity funds investment.

(2) Market risk management approaches

In order to manage the market risk, the Company has adopted the following measures:
@ a comprehensive, multi-currency and cross-market risk management system;
@ generic and specific market risk management methods.

Through these measures, the Company has robustly controlled the market risk. However, the usage
and effectiveness of such measures are subject to certain limitations and various factors, such as hedging
effectiveness, changes in market liquidity and relevance of hedging prices. Therefore, based on market
development and changes in the portfolio as well as real-time and accurate assessment of market risk, the
Company has continuously improved and adjusted the risk management measures to actively manage market
risk.
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(3) Responsibilities for managing market risk

The Company collectively allocates the economic capital in accordance with a series of risk appetite and
tolerance indicators set by the Board. By considering the risk and return associated with each type of investment
and for the purpose of relevance and diversification, the Company allocates the overall risk limitation to
different business departments and business lines and formulates corresponding business authorization. Directly
confronted with the market risk, the front-office business departments are responsible for risk management as
the first line of defense. The person-in-charge and the investment manager conduct trades and front-line risk
management within the scope of authorization by virtue of their in-depth knowledge and extensive experience
in the relevant markets and products. They dynamically control the market risk exposures to the securities held
by the Company and actively take risk management measures to reduce or hedge against such risks. The Risk
Management Department, which is a department responsible for supervision and management independent
from the business departments and reports to the Chief Risk Officer, uses professional risk management
tools and methods for controlling, evaluating and managing different levels of market risk from investment
strategies, business departments and business lines and the Company. Different risk reports and analysis and
assessment reports of corresponding levels are delivered on a daily, monthly and quarterly basis to the operation
management and the responsible officers of the business departments and business lines of the Company.
When a risk indicator is approaching or exceeds the threshold values, the Risk Management Department will
send an early warning or risk warning to the operation management as well as the responsible officers of the
relevant business departments and business lines of the Company in a timely manner. Based on the review
opinions from the management of the Company and committee, the business departments will be urged to
take corresponding measures. The Risk Management Department will continuously communicate with the
respective business departments and business lines with regard to the latest market conditions, current risk
exposures and possible extreme stress situations.

(4) Measurement of market risk

The Company uses a series of risk measurement approaches to measure and analyze potential market risk
losses under different market situations. The Company mainly employs VaR as the risk measurement instrument
to measure potential losses from regular market fluctuation in the short-term. Stress test is also used to assess
possible losses under extreme circumstances.
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@ VaR

The Company employs VaR, a common instrument used by international financial institutions, as its major
tool for risk measurement. VaR analysis is a statistical technique that estimates the potential losses that could
occur in portfolio positions due to movements in market prices over a specified time period and at a given level
of confidence. The Company uses a VaR with a confidence level of 95% and a holding period of one day as
major indicators for measuring the market risk. Historical market data is used in the VaR model. It also takes
into account the impact of relevant risk factors in various risk types such as equity, interest rate, commodity
and exchange rate on the portfolio position of the Company. In this way, movement in the market risk arising
from changes in securities prices, interest rate/yield curve, commodity prices and exchange rate, etc. can be
measured and the diversified effects of the portfolio are also considered.

With an ongoing expansion of the businesses, the Company continues to refine the VaR model actively,
including adding risk factors in the new market and optimizing the computation. In addition, the Company
examines the accuracy of the VaR computation model continuously through methods such as a backtesting.
For certain particular investment portfolio of the Company (such as “equity investment including direct equity
investment, equity funds investment and structured equity investment”) lack of liquidity, VaR may not be
considered as an effective measure for risk calculation. Therefore, the Company has followed the industry
practice to forecast the potential effect by assuming that the value of assets invested drops for a certain
percentage.

@  Stress test

Stress test is an integral and complementary instrument in the VaR risk measurement. Potential losses on
the portfolio position under extreme circumstances were evaluated through stress test. Potential losses from a
single risk factor or specific stressful circumstance were also assessed. Through analysis of risk and return, the
Company examined the compliance of various key regulatory indicators as well as the bearing on the Company.
For non-linear options portfolios, the Company established a stress test matrix based on the subject and the
fluctuation ratio and conducted daily stress test so as to control significant tail risks.

@  Sensitivity analysis

The Company has also conducted sensitivity analysis on certain risk factors, including interest rate and
exchange rate, to analyze their potential effects by measuring the possible changes in the assets and liabilities
portfolio when the specific risk factor is assumed to have changed by a certain rate while all other factors
remain constant.
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(5) Market risk limit management system

The Company has already established relevant risk limit indicator system at different levels of departments,
business lines and trading strategies, in order to control the fluctuation of profit and loss and market risk
exposure. The risk limit of the Company is determined with reference to the risk appetite and tolerance after
taking into account the investment features, risks and effects on overall risk exposures of different operations.
The risk limit is adjusted based on the market environment, business development needs and risks of the
Company. The risk limit of the Company mainly comprises size, concentration ratio, quantitative risk value
(including VaR and Greeks, etc.), stop-loss and other indicators. The Company has implemented a classified
review system and respective sub-limit indicators within the risk limit are applied to business departments,
business lines and investment strategies. The operation management is able to effectively manage the overall
risk exposure of the Company with risk indicators at the Company level. Business departments, business lines
and investment strategies are able to enter into transactions effectively within the scope of sub-limit indicators.
Sub-risk limit indicators, therefore, do not serve as maximum risk tolerance for the corresponding business
but mainly a mechanism which reports any increasing risks in risk management when certain conditions are
fulfilled. The Risk Management Department independently monitors each risk limit of the Company on a daily
basis. The department will warn or remind the operation management, relevant business departments and
business lines in a timely manner if the risk limit is to be reached or is exceeded. Such business departments
and business lines will issue analysis reports and propose appropriate measures and, according to the specific
condition, reduce risk exposures or increase risk threshold based on the authorization system. The Company
has continuously optimized the risk limit system and enriched the risk limit system for the Company, business
departments, business lines and trading strategies based on the existing indicators and pursuant to the business
development and risk management of the Company. Specific rules or guidelines have been set up and the
limit system was further optimized.
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3. Credit risks and corresponding measures
(1) Overview

The credit risk of the Company refers to the risk of economic loss caused by the failure of a borrower
or counterparty to fulfill their contractual obligations. Our credit risk arises primarily from the following four
businesses:

@ financing businesses such as securities lending, stock pledge repo and margin financing in which
clients breach the contract and cannot repay the debts owed to the Company;

@ investment in bonds, trusts and other credit products in which the issuer or the borrower breaches
the contract, generating the risk that the principal and the interest cannot be paid;

@  risk of non-performance of payment or repayment obligations by counterparties in OTC derivatives
business such as OTC option, income swap, forward contract, and counterparties in bond intermediary
business such as reverse repurchase and negotiated forwards;

@ brokerage business in which clients default after brokers trade and settle securities, futures and
other financial products on behalf of the clients due to their lack of funds on the settlement date.

(2) Credit risk management approaches

In order to effectively control credit risk, the Company has adopted the following measures:
@  prudent and proactive credit risk management culture;

an institutional system covering all stages and a risk policy system based on risk limits;
industry-leading credit risk management quantitative tools;

an internal credit rating system with the best practice in the industry;

@ &® © ©

full coverage of the substantive assessment of credit risk.
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The Company has adopted the following measures including credit risk limit, internal credit rating,
guantitative management of collaterals and credit risk measurement model to manage credit risk:

@  Credit risk limit

The Company has adopted a classified credit risk limit system to control credit risk exposure. In accordance
with the risk appetite and risk tolerance set by the Board, the Risk Management Department has monitored,
reported and issued warning on the implementation of each limit indicator, including business scale limit, low-
rating bonds investment ratio, the value of margin financing granted to a single client and the market value of
a single collateral to total market value ratio, which were formulated based on credit features and subject to
relevant adjustments based on market condition, business development needs and risk profile of the Company.

@ Internal credit rating

The Company has developed several internal credit rating models and comprehensive internal credit rating
systems based on the characteristics of different industries and target customers, to rate the credit standings
of borrowers or bond issuers and their debts. Internal credit rating results are gradually employed in business
authorization, limit forecast, limit approval, risk monitoring, asset quality management, etc. The internal credit
rating has become an important instrument for credit business decisions and risk management.

@  Quantitative management of collaterals

The Company has paid great attention to the protection of collaterals for the Company’s debts. The
Company has strengthened collateral management by establishing negative collateral lists mechanism and
collateral conversion rate models and adjusting collateral types and conversion rate periodically to safeguard
the Company’s right of credit. The adjustment mechanism on conversion rate is determined based on intrinsic
value (financial statements) and market factors (market price fluctuation, increase, etc.). The Company has also
founded a centralized collateral monitoring mechanism and key collaterals assessment mechanism.

@  Credit risk measurement model

The Company has taken into account each credit transaction with factors such as client mix, single liability
amount, duration of borrowing, collateral coverage ratio and concentration of collaterals when conducting
credit rating, borrower qualification assessment and collateral quantitative management on its counterparties.
The aforementioned factors will be reflected as parameters such as probability of default (PD), loss given
default (LGD) and maturity (M) to calculate the possible default loss for each credit transaction and aggregate
the overall credit risk of the Company. The Company also combines stress testing and sensitivity analysis as
supplementary measurement to credit risk.
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(3) Responsibilities for managing credit risk

The Risk Management Committee of the Board is responsible for the review and approval of credit
risk appetite. The Risk Management Committee of the Company is responsible for the review of overall risk
management on credit business and development of major high-risk and innovative credit business. The Risk
Management Committee of the Company and its Credit Risk Committee are responsible for the approval for
the loan provision policy. All business departments of the Company are responsible for the particular operation,
management and monitoring of credit-related business. The Risk Management Department of the Company
is responsible for the research and establishment of credit risk management system, determination of credit
risk appetite and tolerance, formulation of loan provision policy of the Company and independent monitoring
and warning on credit risk.

(4) Credit risk management on principal businesses

For margin financing and securities lending, stock pledge repo, stock repurchase business and other
financing businesses, the Company has established a multi-faceted business approval management system
and a sound full-process risk management system covering all stages in advance of, during and after an event
by virtue of client due diligence, credit approval, post-loan evaluation, approval of and dynamic adjustment to
collaterals, mark-to-market system, forced liquidation and disposal on default.

For investment businesses such as bond investment, trust products and other credit products, the Company
has implemented access management for investable bonds by establishing a bond pool. Bonds entering the pool
must be assessed by professional credit assessors and comply with internal and external credit rating access
standards, industry access standards, product access standards and financial access standards. Concentration
risk is controlled through investment graded approval and authorization, and the latest risk information of
issuers is monitored in real time through the public opinion monitoring system.

For OTC derivatives and bond intermediary business, the Company has formulated a set of management
measures and rules in relation to the appropriateness of investors, due diligence, approval for credit extension,
measurement of risk exposure, margin collection and mark-to-market, liquidation disposal, underlying securities
management and follow-up on default of clients, in order to strengthen the management before, during and
after trading.

For brokerage business, the Company has controlled the risk of default of clients through indicators such as
the minimum rating of the underlying bonds, position concentration and leverage ratio for brokerage business
that may be responsible for guaranteed settlement. With regard to the trading of securities and other financial
products for overseas clients, the Company has effectively controlled the relevant credit risk by strengthening
the management over credit grant and client deposits.
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Chapter 3: Management’s Discussion and Analysis

(5) Risk exposure of the Company’s investment in onshore and offshore bonds at the end of the
Reporting Period

Unit: RMB10,000

June 30, December 31,
2024 2023

Onshore bonds
PRC sovereign bonds 15,899,245 16,340,998
AAA 10,233,665 8,850,588
AA+ 517,627 444,999
AA 79,622 60,185
AA- - -
Below AA- 153 153
A-1 = =
Non-rated 18,441 60,081
Sub-total 26,748,753 25,757,004

Offshore bonds
PRC sovereign bonds 381 379
A 459,208 389,537
B 240,076 116,101
C - -
D - -
Non-rated 14,454 —
Sub-total 714,119 506,017
Total 27,462,872 26,263,021

Note 1: The above data is provided on a consolidated basis;

Note 2: PRC sovereign bonds represent the rating of bonds issued by the government of the PRC. AAA~AA-
and below AA- represent debt ratings. If there is no debt rating, issuer’s rating would be used instead,
where AAA is the highest rating, and A-1 is the highest rating for short-term financing bonds. Non-
rated represents that the credit rating agency has not rated the issuer or debt.
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Credit rating of offshore bonds was derived from the lowest of Moody's, Standard & Poor’s and Fitch
Rating, if any. The bonds which are not rated by the above agencies are classified as Non-rated. Including in A
rating are the bonds comprising Aaa~A3 rating of Moody’s, AAA~A- rating of Standard & Poor’'s and AAA~A-
rating of Fitch; including in B rating are the bonds comprising Baa1~B3 rating of Moody's, BBB+~B- rating of
Standard & Poor’s and BBB+~B- rating of Fitch; including in C rating are the bonds comprising Caa1~C rating
of Moody's, CCC+~C rating of Standard & Poor’s and CCC+~C rating of Fitch; and including in D rating are
the bonds comprising D rating of Standard & Poor’s and D rating of Fitch.

4. Operational risks and corresponding measures
(1) Overview

Operational risks refer to the risks arising from imperfect or problematic internal procedures, employees
and systems or external events.

Operational risk events mainly include the following seven categories: internal fraud, external fraud,
employment policy and safety of working environment, customers, products and business activities, damage
of physical assets, interruption of business operation and shutdown of IT system, and execution, settlement
and process management.

(2) Operational risk management

Operational risk management has been the focus among all types of risk management. Through
development of mechanisms such as prior coordination, whole process monitoring and information collection
after loss from operational risks, a refined operational risk management cycle has been established. In order
to effectively manage operational risks, the Company has adopted the following measures:

@ The Company has established comprehensive systems for operational risk management in accordance
with the New Basel Accord and our strategic development needs, and effectively led the operation of
various businesses through measurement and allocation of operational risk-based economic capital;

@ The Company has established a scientific system on the basis of operational risk appetite, tolerance
and management policy. The Company improved the operational risk governance structure on a
continuous basis;

@ The Company has established a system of pre-risk identification and assessment covering all business
procedures of all units, subsidiaries and branches by using operational risk and self-assessment
management tools with procedure rationalization as the focus, facilitating the formation of operational
risk manuals for each unit;

@ The Company has continued to set up a system of key indicators of operational risks to further
enhance the in-process monitoring capabilities of operational risks based on risk-prone areas of
different business features and operations by formulating risk management standards and conducting
management by classification;
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® The Company has established an operational risk event management mechanism, collected and
summarized the internal and external operational risk events encountered by the Company, analyzed
reasons of the events and formulated alleviation plans, as well as strengthened the following-up of
and improvements in the operational risk events;

® The Company paid great attention to the control of substantive risks, and carried out various special
operational risk inspections and management improvements focusing on areas with high and frequent
operational risks according to the characteristics of different businesses;

@ The Company has promoted the systematic application of three major operational risk management
tools on risk identification and assessment, risk monitoring and events collecting and reporting by
establishing an operational risk system, so as to effectively improve the efficiency of the Company’s
operational risk management and its management level,

The Company paid great attention to the training and promotion of culture relating to operational
risk management. The Company emphasized the importance of conducting risk identification and
control before introducing innovative products and innovative businesses. Through various kinds of
trainings and promotions, operational risk management covers all the departments and branches
of the Company.

5. Liquidity risks and corresponding measures
(1) Overview

The Company’s exposure to liquidity risks mainly arises from failure to obtain sufficient funds at reasonable
costs and in a timely manner to repay due debts, perform other payment obligations and satisfy other capital
needs for normal business operation. If there are material and adverse changes in operating condition in
the future and the Company is not able to maintain its gearing ratio at a reasonable level, and its operation
experiences unusual changes, it may not be able to repay the principal of, or interest on, relevant debts in full
when due.

Possible liquidity risk events and factors of the Company include cash flow strains, persistent high financing
costs, downgraded regulatory rating, blocked financing channels and difficulties in servicing concentrated
mature debts.

(2) Responsibilities for managing liquidity risks

The management of the Company is responsible for reviewing the significant event on liquidity risk
management and making related decision, and a treasury operating mechanism for centralized management
and control of liquidity risks has been established, and the Treasury Department is responsible for daily risk
management of liquidity of the Company. The Company conducts dynamic management of the funding scale
for each business and formulates financing plans by taking into account of factors such as liabilities and business
development of the Company as well as the market condition.
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(3) Liquidity risk management approaches

In order to prevent liquidity risks, the Company has adopted the following measures:

@ The Company has established high-quality current asset reserves and a minimum excess reserve
guota system. It has formulated liquidity contingency plans to store minimum excess reserve in the
capital plan and reserved treasury bonds, policy financial bonds and other highly liquid assets which
can be liquidated at any time under extreme circumstances to cover unexpected expenses;

@ The Company has actively developed management for financing gaps. By using management tools
such as a cash flow gap, sensitivity analysis and stress testing, it can identify potential risks at an early
stage and arrange financing and adjust the pace of fund usage for business purposes in advance so
as to effectively manage the payment risks;

® The Company has continuously expanded its financing channels and balanced the distribution of
debt maturity so as to avoid the payment risks caused by a single financing channel or concentrated
maturity of debts;

@ The Company has established an internal risk reporting system to promptly monitor the liquidity
risks in the operation of each business and at each branch. In addition, it has taken measures to
promote the safe, sound and sustainable operation of the aforementioned business and branches.

6. Reputational risks and corresponding measures
(1) Overview

The reputational risks of the Company refer to the risks of formation of negative opinion on the Company
by investors, issuers, regulatory authorities, self-regulatory organizations, the public and the media as a result
of the business act or external events of the Company and the violation of integrity requirements, professional
ethics, business norms, rules and regulations by the staff, thereby damaging the Company’s brand value, posing
detrimental impact to its normal operations and even affecting market stability and social stability.

(2) Reputational risk management

In terms of reputational risk management, the Company has continuously improved the standards of various
financial services, actively fulfilled social responsibilities, maintained good customer satisfaction and market
image, cultivated a sound reputational risk management culture, established the awareness of reputational
risk prevention among all employees, actively prevented reputational risks and addressed reputation incidents,
and prevented the escalation of general reputation incidents into major reputation incidents, so as to minimize
reputation loss and reduce negative impacts.
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7.  Dynamic monitoring over risk control indicators and the establishment of a mechanism on capital
replenishment

The Company strictly implements the relevant requirements of regulatory authorities and has established
dynamic monitoring over risk control indicators and replenishment mechanism on net capital and liquidity,
covering system establishment, arrangement and staff deployment, to ensure that the risk control indicators
are within the supervision limit consistently, and the details are as follows:

The Company has established a monitoring system over risk control indicators, achieving T+1 dynamic
monitoring and automatic advance warning functions over all risk control indicators. The Company has
formulated the “Administrative Measures for Risk Control Indicators of China Merchants Securities Co., Ltd.”
((BREEAFRMDERABEBIZEHETIBIZEERIIEA) ) and “Administrative Regulations for Stress Testing of
China Merchants Securities Co., Ltd.” ( (BB HFRMHER A FEAHEIERE) ) to formally set up the
mechanism for the management of risk control indicators and stress tests over the indicators. The Company
has designated staff to perform regular monitoring over the risk control indicators and immediately report and
handle abnormalities. The Company has set up a net capital replenishment mechanism and replenished net
capital through, among others, equity financing and issuance of subordinated debts and continuously conducts
stress tests and analysis of the risk control indicators over a period of time in the future.

During the Reporting Period, all risk control indicators including net capital and liquidity of the Company
continuously satisfied the regulatory requirements and the Company has not recorded any non-compliance
with the regulatory requirements. As at the end of the Reporting Period, the net capital of the Company
amounted to RMB82.001 billion.
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Chapter 4: Corporate Governance

I. Shareholders’ General Meetings

Meeting

Date of
meeting

Website

designated

for the

disclosure of
resolutions

Disclosure
date of

resolutions

Resolutions of meeting

Considered and approved the resolution on the proposed amendments to the Articles of Association
of China Merchants Securities Co., Ltd.; resolution on the proposed amendments to the Rules of
Procedure for General Meetings of China Merchants Securities Co., Ltd.; resolution on the proposed
amendments to the Rules of Procedure for Board Meetings of China Merchants Securities Co., Ltd.;

ot f!rst Hong Kong resolution on the proposed amendments to the Rules of Procedure for the Supervisory Committee
extraordinary  January 18, Stock January 18, , iy .
of China Merchants Securities Co., Ltd.; resolution on the proposed amendments to the Rules for
general 2024 Exchange 2024 , . y . .
, 4 Independent Directors of China Merchants Securities Co., Ltd.; resolution on the election of non-
meeting website . . . , . ‘
independent Directors of the eighth session of the board of directors of the Company; resolution on
the election of independent Directors of the eighth session of the board of directors of the Company;
and resolution on the election of shareholders' representative Supervisors of the eighth session of
the Supervisory Committee of the Company.
Considered and approved the resolution on the proposed amendments to the Articles of Association
2024 first A Hong Kong of China Merchants Securities Co., Ltd.; resolution on the proposed amendments to the Rules of
Shareholders  January 18, Stock January 18, Procedure for General Meetings of China Merchants Securities Co., Ltd.; resolution on the proposed
class 2024 Exchange 2024 amendments to the Rules of Procedure for Board Meetings of China Merchants Securities Co., Ltd.;
meeting website and resolution on the proposed amendments to the Rules of Procedure for the Supervisory Committee
of China Merchants Securities Co., Ltd.
Considered and approved the resolution on the proposed amendments to the Articles of Association
2024 first H Hong Kong of China Merchants Securities Co., Ltd.; resolution on the proposed amendments to the Rules of
Shareholders  January 18, Stock January 18, Procedure for General Meetings of China Merchants Securities Co., Ltd.; resolution on the proposed
class 2024 Exchange 2024 amendments to the Rules of Procedure for Board Meetings of China Merchants Securities Co., Ltd.;
meeting website and resolution on the proposed amendments to the Rules of Procedure for the Supervisory Committee
of China Merchants Securities Co., Ltd.
Considered and approved the working report of the Board of the Company for 2023, the working
report of the Supervisory Committee of the Company for 2023, the duty report of independent
Directors of the Company for 2023, the annual report of the Company for 2023, the final accounts
report of the Company for 2023, the resolution on the profit distribution plan of the Company for
2023, the resolution on the authorization for interim profit distribution of the Company for 2024,
the resolution on the budget for proprietary investment of the Company for 2024, the resolution on
2003 amnul Hong Kong the contemplated ordinary related party transactions of the Company for 2024, the resolution on
I June 28, Stock June 28, the guaranFeel authori;ation scheme for thelygar' 2024 of Chiné Merchants Securities International
i 2024 Exchange 2024 Company Limited and its wholly-owned subsidiaries, the resolution on the Shareholders' return plan
website (2024-2026) of the Company, the resolution on the grant of the general mandate to the Board to

issue additional H Shares of the Company, the resolution on the engagement of the auditors of
the Company for 2024, the resolution on the election of Ms. CHEN Xin as an independent non-
executive Director of the eighth session of the board of directors of the Company, the resolution
on the adjustment to the number of members of the Supervisory Committee of the Company, and
the resolution on the proposed amendments to the Articles of Association of China Merchants
Securities Co,, Ltd.
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Chapter 4: Corporate Governance

Il. Changes in Directors, Supervisors and Senior Management of the Company

Name Position Change Date of Change | Reason
o Independent non- , Resigned due to ch f sessi
XIAO Houfa (B E3%) naepen .en npn Resigned  January 18, 2024 €o1gnea due to change of session
executive Director of the Board
&k (f | d d t - 9 R i d d t h f i
XIONG Wei (FE2) ndepen .en npn Resigned  January 18, 2024 esigned due to change of session
executive Director of the Board
- Independent non- , Resigned due to change of session
HU Honggao (F% = o Resigned January 18, 2024
ggao (WA executive Director 9 y of the Board
HE Min ({780 Employeel representative Resigned  January 18, 2024 Resigned due tol change of slession
Supervisor of the Supervisory Committee
. - . Elected at the shareholders’
MA Boyin (F{HE) Non-executive Director  Flected January 18, 2024 .
general meeting
ZHANG Mingwen - Elected at the shareholders’
. ngw Non-executive Director Elected January 18, 2024 .
(R#X) general meeting
YIP, Ying Chi Benjamin  Independent non- Elected at the shareholders’
mgc i Benjamin  Indepen .en npn Elected January 18, 2024 ected a eslare olders
(E%F) executive Director general meeting
ZHANG Ruij Independent non- Elected at the shareholders’
g uijun ndepen .en npn Elected January 18, 2024 ected a eslare olders
(RmE) executive Director general meeting
Independent non- Elected at the shareholders’
CAO Xiao (E'8) L UL Elected  January 18,2024 o orcC At e SNArenoigers
executive Director general meeting
Elected at the employee
N . representatives’ meeting and
WANG Jianpin Empl tat .
N 'anping mp oyeg representative Elected January 18, 2024 effective from the date of
(ERIFE) Supervisor .
the general election of the
Supervisory Committee
Chief Risk Officer Resigned  February 26, 2024
HU Yu (#35) EHE Carl Resigned due to retirement
M Resigned  March 1, 2024
Officer
Chief Risk Officer Appointed  February 26, 2024 Appointed by the Board
ZHANG Xing (3R &) Chief Compliance . Appom.ted by the BoaIrd and
Officer Appointed  March 4, 2024 received the No Objection Letter
from the regulatory authority
Expiration of term of office and
o Independent non- , lection of independent
XIANG Hua (F2) (el Resigned  June 28, 2024 election ot a new incepeaden
executive Director Director at shareholders’ general
meeting
. Independent non- Elected at the shareholders’
CHEN Xin (B&%) sl Elected  June 28, 2024 ML L ey

executive Director

general meeting
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Shareholder Resigned due to adjustment of
Z0U Qun (8 &) representative Resigned June 28, 2024 the number of members of the
Supervisor Supervisory Committee

Resigned due to adjustment of

WANG Jianpin Employee representative .
N 'anping ploy , P " Resigned June 28, 2024 the number of members of the
(ERIF) Supervisor . .
Supervisory Committee
XIONG Kai (R&F) Vice President Resigned August 12, 2024 Resigned due to personal reasons

For details, please refer to the relevant announcements published by the Company on the Hong
Kong Stock Exchange website on January 18, February 1, February 26, March 5, June 12, June 28, August
12, 2024.

Details of changes in Directors, Supervisors and senior management of the Company

During the Reporting Period, a total of eight Directors, Supervisors and senior management of the
Company resigned, accounting for 27.59% of the total number of Directors, Supervisors and senior
management as at the beginning of the Reporting Period.

Pursuant to Rule 3.09D of the Hong Kong Listing Rules, Mr. YIP, Ying Chi Benjamin and Mr. CAO
Xiao (both appointed as independent non-executive Directors of the Company on January 18, 2024)
obtained the legal opinion referred to in Rule 3.09D on January 12, 2024. Mr. MA Boyin and Mr. ZHANG
Mingwen (both appointed as non-executive Directors of the Company on January 18, 2024), and Ms.
ZHANG Ruijun (appointed as an independent non-executive Director of the Company on January 18, 2024)
obtained the legal opinion referred to in Rule 3.09D on January 16, 2024. Ms. CHEN Xin (appointed as
an independent non-executive Director of the Company on June 28, 2024) obtained the legal opinion
referred to in Rule 3.09D on June 18, 2024. Each of the above appointed Directors has confirmed that
he/she understands his/her responsibilities as a Director of the Company.

Other changes in positions of Directors, Supervisors and senior management of the Company from
the date of disclosure of the Company’s Annual Report for the year 2023 to the Latest Practicable Date
were as follows:

1. ZHANG lJian, a non-executive Director, ceased to serve as the director of Digitalization Center
of China Merchants Group Limited since April 2024;

2. DENG Weidong, a non-executive Director, ceased to serve as the Chief Strategy Officer and
Head of Strategic Development Department/Technological Innovation Department of China
Merchants Group Limited since March 2024; ceased to be a director of China Merchants Taiping
Bay Development Investment Co., Ltd. (B A T &R &R EH R A A) since May 2024; and
ceased to be vice chairman and a director of China Merchants Energy Shipping Co., Ltd. (875
By RE DB MR A R]) (a company listed on SSE, stock code: 601872) since August 2024;

3. MA Boyin, a non-executive Director, has resigned as a supervisor of China Great Wall Securities
Co., Ltd. (R E S DGR A7) (a company listed on SZSE, stock code: 002939) since August
2024, and will perform his duties until the election of a new supervisor at the shareholders’
general meeting;

4.  ZHANG Mingwen, non-executive Director, has served as the chairman of COSCO SHIPPING

Development Co., Ltd. (a company listed on the SSE, stock code: 601866; a company listed
on the Hong Kong Stock Exchange, stock code: 02866) since April 2024;
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5. ZHANG Ruijun, an independent non-executive Director, has served as an independent director
of Yonyou Network Technology Co., Ltd. (a company listed on the SSE, stock code: 600588)
since July 2024;

6. CAO Xiao, anindependent non-executive Director, ceased to serve as an independent director
of Huaan Securities Co., Ltd. CELEH DB R A 7)) (a company listed on the SSE, stock code:
600909) since May 2024;

7.  XIANG Hua, an independent non-executive Director (resigned on June 28, 2024), has served
as a director of Lion Global Financial Limited and Lion Global Digital Finance Open-end Fund
Company (MiBRIRE T rANAES R R F]) since May 2024; the deputy chief executive
officer of Lion Global Financial Limited since June 2024;

8.  WANG Zhangwei, a shareholder representative Supervisor, has resigned as a director of China
Great Wall Securities Co., Ltd. (R EFH1H EBR A7) (a company listed on SZSE, stock code:
002939) since August 2024, and will perform his duties until the election of a new director at
the shareholders’ general meeting;

9. YIN Hongyan, an Employee Representative Supervisor, ceased to serve as the director of the
human resources department of the Company since May 2024, has concurrently served as the
director of the Wealth Management and Institutional Business Department of the Company
since May 2024, and ceased to be the director of the Shenzhen Merchants Securities Foundation
since June 2024;

10. WANG lJianping, an Employee Representative Supervisor (resigned on June 28, 2024), has
concurrently served as the general manager of the Strategic Development Department since
May 2024; and

11. ZHANG Xing, the Chief Compliance Officer and Chief Risk Officer, ceased to serve as the Chief
Risk Officer of China Merchants Securities Investment Co., Ltd. and China Merchants Zhiyuan
Capital Investment Co., Ltd. since May 2024, and has concurrently served as the general
manager of the Risk Management Department of the Risk Management Center of the Company
since May 2024.

Save as disclosed above, as of the Latest Practicable Date, as confirmed by the Directors, Supervisors
and chief executives of the Company, there is no information that is required to be disclosed under Rule
13.51B(1) of the Hong Kong Listing Rules.

As of the Latest Practicable Date, the names and positions of all Directors, Supervisors and senior
management of the Company are as follows:

HUO Da (E##) Chairman of the Board, Executive Director, Chief Information Officer
ZHANG Jian (5Rf#) Non-executive Director

DENG Weidong (B8{Z1R) Non-executive Director

LIU Weiwu (BIELE) Non-executive Director

WU Zongmin (RR&) Executive Director, President

LI Xiaofei (Z=BE5E) Non-executive Director
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MA Boyin (F1A=E)

Name | Position(s)

Non-executive Director

HUANG Jian (ZE)

Non-executive Director

ZHANG Mingwen (3R $&X)

Non-executive Director

DING Lusha (T B55)

Non-executive Director

YIP, Ying Chi Benjamin (% 75)

Independent non-executive Director

ZHANG Ruijun (GRIRE)

Independent non-executive Director

CHEN Xin (FRIR)

Independent non-executive Director

CAO Xiao (&)

Independent non-executive Director

FENG Jinhua (24 %)

Independent non-executive Director

ZHU Eric Liwei (5R3218)

Shareholder representative Supervisor

WANG Zhangwei (T & 5)

Shareholder representative Supervisor

MA Yunchun (5% %)

Shareholder representative Supervisor

PENG Lugiang (¥ FE58)

Shareholder representative Supervisor

YIN Hongyan (F 4T %)

Employee representative Supervisor

CHEN Jun (F22)

Employee representative Supervisor

LIU Jie (BI£§)

Vice President (chief financial officer), Secretary to the Board, Joint
Company Secretary, Authorized Representative

ZHAO Bin (i)

Vice President

ZHANG Haochuan (3E&)11)

Vice President

LIU Rui (2I$H)

Vice President

ZHANG Xing (3% )

Chief Compliance Officer, Chief Risk Officer

IV. Employees of the Parent Company and Major Subsidiaries

n

68

Employees
Unit: person
Number of employees of the parent company 11,278
Number of employees of major subsidiaries 982
Total number of employees 12,260
Number of resigned and retired employees with expenses borne by the parent 5g

company and major subsidiaries
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() Remuneration policy

The Company practices the principles of implementing the concept of stable operation, ensuring the
bottom line requirements of compliance, promoting the formation of positive incentives and enhancing the
long-term value of the Company, integrates the cultural concept of “compliance, integrity, professionalism and
stability” into remuneration management, establishes a sound remuneration system, continuously improves
the remuneration incentive and restraint mechanism, gathers and attracts outstanding talents, and promotes
the stable operation and high-quality development of the Company.

The general remuneration policy of the Company is formulated by the Board mainly based on the
remuneration of benchmark companies as well as the performance of major operational indicators and the risk
control and compliance of the Company. The total remuneration are allocated according to the market-oriented
and performance-based principles, which shall consist of fixed remuneration determined based on the market
remuneration data provided by professional management consulting company and the ranking of the Company
among its major competitors, and bonus determined at the discretion of the Company mainly according to the
achievement of key performance indicators, strategic tasks, and objectives in terms of innovation and synergy,
use of economic capital, implementation of comprehensive risk management and compliance management
as well as the market rate.

During the Reporting Period, total staff remuneration expenses (including Directors’ remuneration)
amounted to RMB3.114 billion. For further details, please refer to Note 9 to the consolidated financial statements
of this report.

(l) Training program

Focusing on its strategy goals and closely following the needs of business development and talent
training, the Company has formulated annual training program, and strives to build a strong core talent team.
In the first half of 2024, the Company implemented training programs in various forms, including online and
offline, and organized nearly 300 internal and outsourced training programs, covering a total of 200,000
hours of employee training and a total of 180,000 person-times. The training focused on political awareness,
macroeconomics, compliance and risk control, cutting-edge technology, wealth management, investment
and research skills, leadership, digital transformation, etc., which has effectively facilitated the improvement
of employee capabilities. At the same time, the Company promoted the resource construction of the mobile
learning platform, and launched 170 new online courses to support the flexible and independent learning
needs of employees.
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Proposals on profit distribution and conversion of capital reserve for the interim period

Whether to distribute or convert Yes
Number of bonus shares for every 10 shares 0
Dividends for every 10 shares (RMB) (tax inclusive) 1.01
Number of shares converted for every 10 shares 0

Explanation of proposals on profit distribution or conversion of capital reserve

The Company will not allocate profit to the statutory reserve in the interim period of 2024. Based on
the total share capital registered on the equity registration date for equity distribution, a cash dividend
of RMB1.01 (tax inclusive) for every 10 shares will be distributed to all shareholders; no bonus shares
will be distributed; and no capital reserve will be converted to share capital.

Based on the total number of shares of the Company of 8,696,526,806 shares as of June 30, 2024,
the total distributed profit is RMB878,349,207.41. If the Company’s total share capital changes on the
equity registration date for equity distribution, the Company will keep the total distribution unchanged
and adjust the distribution per share accordingly.

Such cash dividend shall be denominated and declared in RMB and paid to holders of A Shares in RMB
and to holders of H Shares in Hong Kong dollar. The actual amount of dividend paid in Hong Kong
dollar shall be determined based on the average exchange rate of RMB to Hong Kong dollar published
by the People’s Bank of China for the five business days immediately before the date of the eighth
meeting of the eighth session of the Board.

The Company’s 2024 interim profit distribution plan was approved at the meeting of the Board held
on August 30, 2024 upon authorization by the 2023 annual general meeting of the Company. The
Company will distribute the 2024 interim cash dividend before October 30, 2024. The Company will
make separate announcement regarding the record date of such H Share dividend distribution, the
period of closure of register of members, the equity registration date for A Share dividend distribution
and the specific payment date.

The profit distribution policy adopted by the Company is in compliance with laws and regulations as well
as stipulations of the Plan on Shareholders’ Returns of China Merchants Securities Co., Ltd. (2024-2026)
and the Articles of Association. The dividend distribution basis and ratio were specific and clear, and
the relevant decision-making procedures and arrangement were complete. The independent Directors
have fully performed their responsibilities in the course of making decisions on profit distribution and
the legitimate rights and interests of minority shareholders were safequarded.
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Incentive events which have not been disclosed in the temporary announcements with subsequent
progress

Employee stock ownership scheme

The "Plan for Repurchasing A Shares of the Company by Centralized Bidding Transactions” was considered and
approved at the 17th meeting of the sixth session of the Board, the 2019 first extraordinary general meeting, the
2019 first A Shareholders class meeting and the 2019 first H Shareholders class meeting of the Company. The
Company intended to use all of the A Shares repurchased this time for the employee stock ownership scheme.
The "Proposal for Employee Stock Ownership Scheme (Draft) of China Merchants Securities Co., Ltd. and its
Summary” was considered and approved at the 25th meeting of the sixth session of the Board and the 2020 first
extraordinary general meeting of the Company. The "Proposal on the Advanced Completion of A Share Repurchase
of the Company" and the "Proposal on Defining the Price and Scale of Purchasing the Repurchased Shares of the
Company's Employee Stock Ownership Scheme” were considered and approved at the 28th meeting of the sixth
session of the Board and the 2020 first extraordinary general meeting of the Company, and the “Employee Stock
Ownership Scheme (Draft) of China Merchants Securities Co., Ltd.” and its summary were accordingly revised.

The purpose of the employee stock ownership scheme of the Company is to (1) further improve the corporate
governance structure, establish and enhance the benefit-sharing and risk-sharing mechanism among shareholders,
the Company and its employees, promote the concept of common and sustainable development of the Company
and individuals, and fully stimulate the enthusiasm of the senior management and key talents of the Company;
(2) attract and retain outstanding talents and key employees, balance the long-term and short-term interests of
the Company, and attract various talents more flexibly, so as to better promote the long-term, sustainable and
sound development of the Company. Upon the implementation of the employee stock ownership scheme, the
total number of shares held under the employee stock ownership scheme shall not exceed 10% of the total share
capital of the Company, and the total number of shares held by any individual holder under the employee stock
ownership scheme shall not exceed 1% of the total share capital of the Company.

The relevant announcements
published by the Company
on the Hong Kong Stock
Exchange website on March
12, March 13, April 11, May
20, October 15, November 8
and December 26, 2019, and
on January 14, January 15,
On January 21, 2020, the Company held the first meeting of holders of employee stock ownership scheme, and ~ January 22, March 5, July 6
considered and approved the “Proposal on the Establishment of Employee Stock Ownership Scheme Management  and August 18, 2020.
Committee of the Company” and the "Proposal on the Election of Members of the Employee Stock Ownership

Scheme Management Committee of the Company”.

The participants of the employee stock ownership scheme are Directors, Supervisors, senior management, personnel
at D-tier and above and other key employees who have entered into labor contracts with the Company and its
wholly-owned subsidiaries.

The Company engaged CMS Asset Management as the management authority for the employee stock ownership
scheme, and signed the "CMS Asset Management - Asset Management Contract for Single Asset Management
Scheme under the China Merchants Securities No. 1 Employee Stock Ownership Scheme” with CMS Asset
Management on behalf of the employee stock ownership scheme. On March 6, 2020, the Company received the
"Share Transfer Confirmation” issued by CSDC. On March 3, 2020, the Company completed the share transfer
procedures for the employee stock ownership scheme. The employee stock ownership scheme holds 40,020,780
A Shares of the Company, accounting for 0.5974% of the total share capital of the Company, with a total of
995 participants.
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Summary of event

Upon the completion of the Company's A+H Shares rights issue from July to August 2020, the employee stock
ownership scheme holds 52,026,381 A Shares of the Company, accounting for 0.5982% of the total share capital
of the Company. As of the Latest Practicable Date, the employee stock ownership scheme held 17,517,023 shares
of the Company, accounting for 0.2% of the total share capital of the Company.

The subscription price under the employee stock ownership scheme is RMB16.5912 per share, which is determined
based on the average price of the shares repurchased by the Company (including transaction fees) for the
implementation of the employee stock ownership scheme. The subscription price for the allotment of shares
for the employee stock ownership scheme is RMB7.46. For details, please refer to the relevant announcements
published by the Company on the SSE website.

The source of funds for the Company's employees to participate in the scheme is the legal salary of the employees
and self-raised funds obtained by other means permitted by laws and administrative regulations.

According to the "China Merchants Securities Employee Stock Ownership Scheme (Revised Draft)", the relevant
shares under the Company's employee stock ownership scheme shall be locked up from the date on which the
Company announced the completion of such share transfer (March 6, 2020) for a period of 36 months.

The employee stock ownership scheme shall last for 10 years, commencing from the date on which its was approved
at the shareholders’ general meeting (i.e. January 15, 2020). The scheme can be extended upon consideration at
the meeting of holders under the employee stock ownership scheme and submission to the Board for consideration
and approval. If the employee stock ownership scheme expires and has not been effectively extended, the employee
stock ownership scheme shall be automatically terminated. The remaining term of the employee stock ownership
scheme is approximately 5.4 years.

| Reference

As at the Latest Practicable Date, shares under the employee stock ownership scheme were sold five
times, with a total of 34,509,358 shares sold, 17,517,023 shares unsold and 298 holders, In addition, in the
first half of 2024, none of the shares were granted, exercised, lapsed or cancelled. As at the Latest Practicable
Date, details of the shares under the employee stock ownership scheme are as follows:

Name/category of holder

Number of
shares held (shares)

HUO Da 531,210
YIN Hongyan 204,311
CHEN Jun 102,156
Total of other employees 16,679,346
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() Compliance with code on securities transactions

The Company has adopted the Model Code as the code of conduct regarding the transactions of securities
of the Company by all Directors, Supervisors and senior management. The Board inspects the corporate
governance and its operation from time to time, in order to comply with the applicable requirements under the
Hong Kong Listing Rules and safeguard the interests of shareholders. Upon inquiry, all Directors, Supervisors
and senior management have strictly complied with the applicable requirements under the Model Code and
the Management Rules on the Shares and Changes of Shareholdings of Directors, Supervisors and Senior
Management in China Merchants Securities Co., Ltd. ( (BEBHFRNHERARES - EENaREEAER
FIiF R el n R EZB)EIRFIE) ). For details regarding the shareholdings of the Directors, Supervisors and
senior management in the Company, please see “Interests and short positions in shares, underlying shares or
debentures of the Company and its associated corporations of the Directors, Supervisors and chief executives”
in “Chapter 7: Changes in Shares and Shareholders” of this report.

(I1) Relevant information on corporate governance

The Company, being a company listed in the PRC and Hong Kong, manages its operation in strict
compliance with the laws, regulations and normative documents of the domestic and overseas places where
its shares are listed, and strives to protect and enhance its market presence. The Company has continuously
improved its corporate governance structure in compliance with the Company Law, the Securities Law and
the regulations and requirements of the CSRC, the SFC and the Hong Kong Stock Exchange. The corporate
governance of the Company complies with the requirements of relevant applicable laws and regulations. The
Company has established a corporate governance structure consisting of the shareholders’ general meeting,
the Board, the Supervisory Committee and the management with separate duties and effective checks and
balances in order to maintain its regulated operation.

During the Reporting Period, the Company strictly complied with the Corporate Governance Code under
Appendix C1 of the Rules Governing the Listing of Securities on the Main Board of the Hong Kong Stock
Exchange (hereinafter referred to as the “Code"”). The Company complied with all code provisions and satisfied
the requirements of most of the recommended best practices under the Code.

The corporate governance structure of the Company is sound and does not deviate from relevant
requirements of the regulatory authorities where the Company’s shares are listed.
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(In) Specific Measures Regarding the Undertakings of Controlling Shareholder and De Facto Controller
on Independence of Assets, Personnel, Finance, Organization and Business of the Company, and
Solution, Progress and Plans for Subsequent Works

74

The Company manages its operation in strict compliance with the Company Law, the Articles of Association
and other laws, regulations and rules, and is independent from the controlling shareholder in terms of assets,
personnel, finance, organization, business and other aspects with an independent and complete business
system and independent operation capabilities.

1.

2.

3.

4.

5.

In terms of assets:

In terms of personnel:

In term of finance:

In terms of organization:

In terms of business:

the Company has a clear property right relationship with the controlling
shareholder, and has complete and independent legal person assets.
The Company has complete control over all of its assets, and there is no
situation where assets and funds are being appropriated by the controlling
shareholder and damages the interests of the Company.

the Company has developed a comprehensive system regarding the
management of personnel and remuneration, and established an
independent human resources management department that manages
personnel and remuneration independent from the controlling shareholder.
The Company has an independent team of employees, and its Directors,
Supervisors and senior management are legally appointed in accordance
with the Company Law, the Articles of Association and relevant laws,
regulations and rules. Senior management of the Company serves and
receives remuneration from the Company, and does not hold any position
other than director and supervisor in the controlling shareholder and its
subsidiaries.

the Company has an independent finance and accounting department with
dedicated finance personnel, and established an independent accounting
system and regulated financial management system to make financial
decisions independently. The Company has independent bank accounts,
and completes tax registration and fulfills its tax obligations independently
according to the laws. There is no sharing of bank account or tax paid in
mix with those of the controlling shareholder.

the Company has established a sound organizational system that meets its
operational needs. The system operates independently and stably without
any subordination to departments of the controlling shareholder.

the Company has an independent and comprehensive business system.
The Company conducts its businesses, audits and decision-making
independently, and assumes liabilities and risks independently without
reliance on the controlling shareholder or any other related parties.
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() Description of environmental protection measures taken by the Company other than key pollutant
discharging units

1.  Reasons for not disclosing other environmental protection information

The Company has incorporated the concept of being green and low-carbon into its daily operations, and
formulated energy-saving and environmental protection work plans, so as to reduce energy consumption,
improve the utilization efficiency of resources and reduce waste emissions. The energy consumption and
emissions from daily office work have a mild impact on the environment. The Company will disclose specific
environmental data and management information in its 2024 social responsibility report (ESG report).

(I1) Information conducive to protecting the ecology, preventing pollution and fulfilling environmental
responsibilities

The Company has been committed to protecting the ecology, preventing pollution and promoting the
concept of green development in multiple dimensions. Through various media within the Company, focusing
on energy conservation and environmental protection, the Company has vigorously publicized the importance
of environmental protection, energy conservation and emission reduction, educated employees about the
guidelines, policies, laws and regulations related to energy conservation and consumption reduction, and
popularized tips for energy conservation and emission reduction. To promote resource tapping and energy
saving, the Company issued the “Frugal Enterprise, Energy Saving (E)f& i (> &58EE )" initiative to strengthen
the awareness of energy saving in the workplace and to reduce unnecessary waste in every details.

Actively responding to the relevant requirements of the Administrative Regulations on Domestic Garbage
Sorting of Shenzhen ( ORIITHAEELIR D FEE IR IEHI) ) promulgated by the Shenzhen Municipal Government,
the Company has set up domestic garbage sorting stations, publicized garbage sorting knowledge through
projection screens in the public area, guided employees to carry out domestic garbage sorting, and regularly
contacted the urban management department to collect harmful garbage such as toner cartridges, toner
drum units, fluorescent tubes and batteries. In the canteen of the headquarters building, two sets of oil-water
separation equipment are used to separate dry and wet kitchen waste, which is disposed daily in accordance
with the relevant requirements. The Company has advocated the Clean Your Plate campaign (3£#877%)) and
encouraged the use of less disposable tableware and the use of degradable lunch boxes to reduce environmental
pollution.

The Company has earnestly implemented the new development concept and taken “dual carbon” as the
key direction of developing investment banking business. During the Reporting Period, the Company completed
a total of 33 green investment banking projects, with an underwriting amount of RMB8.736 billion and a
total issuance amount of RMB30.843 billion. Among them, there was one green equity financing project, with
an underwriting amount of RMB2.143 billion, and 32 green bond projects with an underwriting amount of
RMB6.594 billion.
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() Measures adopted for reducing carbon emissions during the Reporting Period and their effects
1. Practicing green operation

The Company has strengthened environmental protection publicity, and continued to put energy
conservation and environmental protection posters and short films on the multimedia platform of elevator
halls and canteens to popularize knowledge in this regard. Tableware packaging has been reduced. From 2024,
the staff canteen no longer provides disposable tableware, and employees bring their own lunch boxes and
containers to pack on demand to reduce carbon emissions. The Company has optimized the air-conditioning
system by using the ice cold storage system to store cold during the nighttime valley electricity bill so as to
reduce electricity costs and daytime air-conditioning energy consumption. The Company has optimized the
lighting system. The property management unit inspects the office area during the lunch break and after work
in the afternoon, and turn off the power in time. The parking lot is partially lit at night and only the necessary
basic lighting is maintained.

2. Continuously building a green and energy-saving data center

Covering an area of more than 9,000 square meters, the Weixin Data Center (Ei ¥ &E+H 1) of the
Company is designed and constructed in strict accordance with the national A-level computer room standards.
Currently, the data center has a PUE (Power Usage Effectiveness) value of around 1.5. In order to improve energy
efficiency, the data center adopts a cold aisle closure method to effectively reduce the mixing of hot and cold
air and lower the loss of cooling capacity. The power components of chillers and precise air conditioning system
in the data center are all controlled by intelligent frequency conversion to reduce power loss. In the process
of operation, the Company adjusts the precise air conditioning parameters according to the heat dissipation
needs of IT equipment, and optimizes the ventilation floor to improve energy efficiency. In terms of power
supply, the data center uses high-frequency UPS and other high-efficiency equipment to achieve the goal of
saving energy continuously during operation. Meanwhile, the Company has insulated the entire facade of the
data center building to reduce cooling capacity loss due to heat transfer and save energy.

() Poverty alleviation through finance

The Company has actively responded to the national rural revitalization strategy, resolutely fulfilled the
social responsibility as a central enterprise, and further promoted the rural revitalization. According to the
statistics from Wind, in the first half of 2024, the Company participated in the issuance of totally 7 bond
products related to the themes of “rural revitalization” and “Three Rural Issues” as a lead underwriter, including
the Supply Chain Finance Phase-l Green Asset-Backed Special Plan (Rural Revitalization) of Beijing Energy
International (RAE BRI RS RIS 1 B4k B 8 & X 5 BT E|(HS AR E)), the first green rural revitalization
supply chain project in the power industry, the 2024 Public Issuance of Rural Revitalization Corporate Bonds
by CCCC Financial Leasing Co., Ltd. to Professional Investors (Phase |) (R X Bt EHE B R A RI2024F E A H
¥EREENFBITHNIRE R REZR(FE—H)), China’s first rural revitalization corporate bond of a leasing
company, the 2024 Public Issuance of Carbon Neutrality Green Technology Innovation and Rural Revitalization
Corporate Bonds to Professional Investors by CGN Wind Energy Limited (Phase ) (A E#ZREGR A 7120244
E A FFEKREEQNFETIRP AR EIF B RE A 7E (5 —H)), and the 2024 “Three Rural Issues”
Special Financial Bonds of China Merchants Bank Co., Ltd. Q024FHEEITRHABR AR [Z&] HIESH
&%), with a total issuance amount of RMB13.802 billion, among which the underwriting amount of CMS
was RMB2.663 billion.
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Poverty alleviation through charity

The Company donated RMB373.8 thousand to the Chongqing Xing'an Poverty Alleviation Foundation
(BEETELZERKES®) to specifically support the Ayi Tudou (Fi4& £ &) Daliang Mountains education
support project, providing teaching materials and stationery to assist the education and healthy
growth of primary school students in remote and less developed areas, and improve quality education
for local teenagers and children.

The Company continued to carry out the “Continuous Hope, Love and Warm Gannan” (BE#%E ' &
1% H =) education support activity. In April and May 2024, two batches of youth teaching groups were
organized to go to Nimalong Wangquan Primary School (E¥58E5E 2 /)N &) in Xiahe County, Gannan
Tibetan Autonomous Prefecture, Gansu Province to carry out a month-long volunteer teaching activity.
On the occasion of Children’s Day, they donated holiday gifts such as story machines, laser printers,
sports equipment, and books to the school, so as to help the development of rural education with
practical actions.

The Company supported innovative financial products to play a role in helping rural households
“control risks and maintain income”. The Company donated RMB15 thousand to the Rural
Revitalization Bureau (###x £ /3) of Qichun County, Hubei Province, which was specially used for
the “Agricultural Insurance + Weather Derivatives” (2 R+ XA LTE M) project in Qichun, Hubei
Province, to purchase tea planting meteorological index insurance for tea growers in Qichun, Hubei
Province, so as to reduce the impact of blizzard and freezing rain on farmers, enhance their ability

to resist the risk of cold waves, and provide solid risk guarantee for farmers.

() Poverty alleviation through consumption

In the first half of 2024, the Company purchased agricultural products worth RMB2.3962 million through

the Shenzhen Haijixing Poverty Alleviation (Consumption) Center ORI 24 & E H# 0) and the agricultural
support platform of China Merchants Group as holiday gifts to employees, thereby consolidating and advancing
poverty alleviation and facilitating the rural revitalization with practical actions.
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I. Performance of Undertakings

() Undertakings of obligors, including the de facto controller, shareholders, related parties and
acquirer of the Company and the Company, during or subsisting at the time of the Reporting

Period
Whether the Folltgw-up
Whether the undertakings |  Reason i:cc;::zf
Hfective undertakings have been | for not T
Background |  Type | Party(ies) Details fine Validity period strictly | performed ot
performance performed | in a timely
deadline inatimely | manner .perfolrmed
o in a timely
manner
Upon the public
Jisheng Investment has undertaken that it wil not engage offering and lsting of
Toresole in any business which competes directly with the existing the A Shares of the
. Jisheng L e November
horizontal principal busingsses of the Company and its subsidiaries Yes Company, andaslong ~ Yes - -
. Investment . . 2007 .
competition (whether wholly-owned or not) in accordance with laws and 3 Jisheng Investment
administrative regulations. is & shareholder of the
Company.
Undertaking
relted to China Merchants Group has undertaken that it and the lega
the it entities beneficially controlled by it will not establish new
b securities companies or control other securities companies Upon the public offering
offing through acquisition in the PRC. For businesses of the same or and listing of the A
Toresolve ~ Ching similar nature to securities companies engaged by the non- Novenber Shares of the Company,
horizontal ~ Merchants  securities companies controlled by China Merchants Group, 0 Yes andaslongas China Vs - -
competition Group ~ the Company will make sufficient disclosure in accordance Merchants Group is the
with laws upon the public offering and lsting of the shares de facto controler of
of the Company. China Merchants Group shall not harm the the Company.
interests of the Company and other shareholders by virtue of
its role of de facto controller of the Company.
Toresolve ~ CM CM Finandial Holdings has undertaken that it and other AslolngalsCM i)
horizontal ~ Financial ~ entities controlled by it will not engage in any business which ~ May 2019 Yes H0|d|ng§ ste -
competition Holdings ~ competes with the businesses of the Company. conoling et
of the Company.
They have undertaken not to interfere in the operation and
management activites of the Company beyond the authority,
not to encroach upon the interests of the Company; not to
deliver interests to other units or individuals free of charge
Undertaing or under unfair conditions, nor damage the interests of As long as China
relgted 0 Ching~ the Company by other means; f the CSRC makes other Merchants Group i the
refinancing Merchants  new requlatory provisions on remedial measures and their varch de facto controller of the
Others— Group, CM undertakings before the completion of the rights issue, and 20a1r; Yes Company; as long as (M~ Yes - -
Financial ~ the aforesaid undertakings fail to meet such provisions of the Financial Holdings s the
Holdings ~ CSRC, additional undertakings will be given in accordance with controlling sharholder
the [atest provisions of the CSRC: in case of any loss caused of the Company.
to the Company or other shareholders due to violation of the
aforesaid undertakings or refusal to perform the aforesaid
undertakings, they shall be liable for compensation to the
Company or other shareholders according to the laws.
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Whether the F:m]:p
Whether the undertakings | Reason i case (;f
Effective undertakings have been | for not indertakings
Background | Type | Party(ies) Details fine have a Validity period strictly | performed ot g
performance performed | in a timely erformed
deadline inatimely | manner p :
o in a timely
manner
China
Other Merchants  When there is unusual price movement in the shares of the When thereis unsual
undertakings Group, ~ Company, they will not reduce their shareholdings in the , .
L . i ‘ . July 2015 Yes price movement in the ~ Yes S S
to minority China Company and will increase their shareholdings in accordance chares of he Camoan
shareholders Ocean — with laws when appropriate. pary
Shipping

Il. Material Litigations or Arbitrations
There were no material litigations or arbitrations during the Reporting Period

Certain investors of China Security Co., Ltd. (FZ &R BR A7) (hereinafter referred to as “China
Security”) commenced litigations against China Security and its directors, and its subsidiary, China Security &
Fire Technology Co., Limited (fF &8 #1158 R 2 &) (hereafter referred to as “China Security & Fire Technology”)
and intermediaries such as the Company, respectively, in the Shanghai Financial Court for civil compensation
regarding relevant investment losses caused by false statements in the securities market, claiming China
Security to compensate for their losses and bear the litigation expenses and requesting China Security & Fire
Technology, directors and relevant personnel of China Security and relevant intermediaries to be jointly liable
for the losses. On May 18, 2021, the Higher People’s Court of Shanghai made second trial judgments on the
model cases involving two investors, ordering the Company to bear joint liability within the scope of 25%
for the total losses of RMB228 thousand payable by China Security to the two investors. Moreover, as China
Security changed its registered address to Wuhan in December 2021, the competent court for such series of
subsequent cases has been changed to the Wuhan Intermediate People’s Court. As of June 30, 2024, the
Company received litigation materials or information of a total of 6,369 investors from the Shanghai Financial
Court (including the model cases and cases from Sinolink Securities). The Shanghai Financial Court made
first trial judgments on all the cases, and ruled that the Company is jointly and severally liable for the losses
of 6,368 investors to the extent of RMB223.4377 million, and that the Company does not need to bear any
liability for the remaining one case from Sinolink Securities. The Intermediate People’s Court of Wuhan has
issued a judgment in the first instance on the cases involving 1,656 investors, and ruled that the Company is
jointly and severally liable for the losses of investors to the extent of RMB63.8674 million.
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In January 2024, the Company received the Decision on Taking Measures to Issue Warning Letter to China
Merchants Securities Co., Ltd. ( (BIR ¥ HBEEFRMD AR A RHREE AL REEBEDURTE) ) issued by the
CSRC Anhui Office; in February 2024, the Shenzhen Nanshan Nanyou Avenue securities branch of the Company
received the Decision of the CSRC Shenzhen Office on Taking Measures to Issue Warning Letter to Shenzhen
Nanshan Nanyou Avenue Securities Branch of China Merchants Securities Co., Ltd. ( CFYIBERBEREHRE
BEBRMDARARFYIMEIUERKEEFEEIFIHAZREEEART) ) issued by the CSRC Shenzhen
Office; on February 9, 2024, the CSRC and the CSRC Shenzhen Office announced the results of the penalties
imposed on a number of practitioners of China Merchants Securities for stock trading and other violations, and
on the same day, the CSRC Shenzhen Office announced the Decision of the CSRC Shenzhen Office on Ordering

China Merchants Securities Co., Ltd. to Increase the Number of Internal Compliance Inspections ( {;&IIIFE B

BEAREBEBLFROHERQFTRMESIEINATE RREREFEHERRTE) ) and other related punishment.
For details of the above matters, please refer to the 2023 Annual Report of China Merchants Securities Co.,
Ltd. disclosed by the Company on March 29, 2024.

In April 2024, the Shanghai Zhaojiabang Road securities branch of the Company received the Decision on
Taking Measures to Issue Warning Letter to Shanghai Zhaojiabang Road Securities Branch of China Merchants
Securities Co., Ltd. ( (AR EBABFRMNBR AR LBERBRES LR ERIE BERNEHARE) )
issued by the CSRC Shanghai Office, which stated that the business branch had problems such as individual
employees agreeing to share investment income with customers during their tenure, and took administrative
supervision measures to issue a warning letter to the business branch. The Company has sorted out and
controlled the product sales qualifications of its marketing team, and required its branch offices to strengthen
the training, management and accountability of practitioners before, during and after trading.

In April 2024, the Company received the Decision on Criticism against China Merchants Securities Co.,
Ltd. and Relevant Parties ( (BN S HAEEFHFRDABR AT MIEEE AL TEBRILFTESBRE) ) issued by
the Shenzhen Stock Exchange, which stated that the Company, WANG Zhiwei (£%1&) and YIN Tao (F/&), as
sponsors and sponsor representatives of Jingyu Environmental (& 5:3%), had failed to verify the matters relating
to the issuer’s related parties, failed to verify the issuer’s operation service business and failed to adequately verify
matters relating to the issuer’'s gambling agreements in the course of their practice, and notified the criticism
against the Company and its sponsor representatives. The Company has further strengthened the quality of its
project by continuously revising the relevant systems in accordance with the changes in external regulations and
management needs, and continuously carrying out business training to enhance the practitioners’ awareness
of due diligence and performance.

In August 2024, the Company received the Decision of the CSRC Shenzhen Office on Taking Measures to
Issue Warning Letter to China Merchants Securities Co., Ltd. ( CRIIFEE BN BEEFR M AR A 7 HEE
BERKFETERRTE ) ) issued by the CSRC Shenzhen Office, which stated that in the course of the Company's
investment banking business, there were problems in the continuous supervision of some of the investment
banking projects such as insufficient supervision of the regular operation of listed companies, insufficient prudent
application and independent verification of the professional opinions of other securities service organizations
and imperfect drafts, and took administrative supervision measures to issue a warning letter to the Company.
The Company has further strengthened the management of continuous supervision, continuously improved
the mechanism and system functions related to continuous supervision, and continuously carried out business
training to enhance the practitioners’ awareness of due diligence and performance.
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IV. Integrity of the Company and Its Controlling Shareholder and De Facto
Controller during the Reporting Period

During the Reporting Period, the Company and its controlling shareholder and de facto controller were
not subject to any outstanding court order or large amount of overdue liabilities.

V. Material Contracts and their Performance

Material guarantees performed and outstanding during the Reporting Period
Unit: 100 Million Yuan Currency: RMB

Guarantees provided by the Company (excluding guarantees for subsidiaries)

Relationshi Wheth Wheth
elationship Date of = Whether | Outstanding it?saer

between the Effective
guarantor date of guarantee guarantee

Guaranteed | Amount of | guarantee

and the listed atecf has heen for related
agreement) . :
company fulfilled parties

Total guarantees provided during the Reporting
Period (excluding guarantees for subsidiaries)

Total balance of guarantees as at the end of
the Reporting Period (A) (excluding guarantees -
for subsidiaries)

Guarantees for subsidiaries by the Company

Total guarantees for subsidiaries during the

. . -3.93
Reporting Period
Total balance of guarantees for subsidiaries as 61.20
at the end of the Reporting Period (B) '

Total guarantees of the Company (including guarantees for subsidiaries)
Total guarantees (A+B) 61.20
Ratio of total guarantees to net assets of the
4.92

Company (%)
Among which:
Guarantees for shareholders, de facto .
controller and their related parties (C)
Debt guarantee provided directly or indirectly 56.20

for companies with gearing ratio over 70% (D)
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Amount of guarantees in excess of 50% of the
net assets (E)

Total amount of the above three types of
guarantees (C+D+E)

Outstanding guarantees subject to joint and
several liabilities

Details of guarantees

56.20

. OnJanuary 20, 2014, the provision of net assets guarantee

of up to RMB500 million for CMS Asset Management
was approved at the 2014 first extraordinary meeting
of the fourth session of the Board. On September 27,
2016, the increase of net assets guarantee in favor of
CMS Asset Management by no more than RMB3 billion
in stages and authorization for the management of the
Company to perform in stages, or terminate, such net
assets guarantee within the above limit based on the
actual operating condition of CMS Asset Management
were approved at the 42th meeting of the fifth session
of the Board.

The balance of net assets guarantee provided by the
Company for CMS Asset Management as at the end
of the Reporting Period amounted to RMB500 million.

. OnJune 28, 2024, at the 2023 annual general meeting

of the Company, it was considered and approved that
the total amount of guarantees provided by CMS
International and its wholly-owned subsidiaries in favor of
the guaranteed parties within the term of authorization
shall not exceed HK$79.0 billion equivalent, of which,
financing guarantees shall not exceed HK$14.8 billion
equivalent.

As at the end of the Reporting Period, the agreed
amount of guarantees provided by CMS International
and its wholly-owned subsidiaries was approximately
RMB42.338 billion in total (with financing guarantees
of approximately RMB6.389 billion). The balance of
guarantees utilized and traded was approximately
RMB5.620 billion in total.

82 China Merchants Securities Co., Ltd. | 2024 Interim Report



The Company attaches great importance to investor relations management, actively carries out the
management of investor relations, continuously enhances the transparency of the Company, and comprehensively
introduces the business development advantages of the Company, so as to enable investors to have a better
understanding of the Company. The Company has formulated the Standards for the Work of the Secretary
to the Board ( ( EE&MWET{EE &) ), Information Disclosure Management System ( {12 B & £ 15 % 12 #
/) ) and Investor Relations Management System ( (I B EHBEEEFIE) ), and has defined the relevant
working mechanisms. The Company has designated the secretary to the Board to be responsible for investor
relationship management and information disclosure, and received visits and consultations from shareholders,
so as to establish a relatively complete and effective channel for communication with shareholders. In addition
to the information disclosure channels stipulated by the laws, the Company mainly communicates with
investors through shareholders’ meetings, investor briefings, telephone, e-mail, online platforms, receptions
and attendance to investor meetings.

During the Reporting Period, the Company organized the analyst and investor telephone conferences on
2023 annual results, participated in the “Collective Results Briefings of Listed Subsidiaries of China Merchants
Group on ‘Centennial CMS, Creating and Sharing the Future’ (B * BlZ & K)" organized by China
Merchants Group Limited, and held a presentation on cash dividends for the Company. The Company made
continuous and in-depth communications with a total of more than 200 person-times through various means
such as the SSE e-Interaction platform, attendance at strategy meetings of securities companies, reception of
researchers, investor hotlines and e-mail.

During the Reporting Period, neither the Company nor any of its controlled subsidiaries have purchased,
sold or redeemed any securities of the Company or any of its controlled subsidiaries (including sales of treasury
shares (as defined in the Hong Kong Listing Rules)).

As at the end of Reporting Period, the Company did not hold any treasury shares.

Save for those disclosed in”Events after the Balance Sheet Date” in “Chapter 9: Financial Report” of this
report, there were no other major events after the Reporting Period.

The Audit Committee of the Company has reviewed the interim results announcement for the six months
ended June 30, 2024, the 2024 interim report and the unaudited interim financial information for the six months
ended June 30, 2024 and did not raise any objection to the accounting policy and practices adopted by the
Company. The external auditor of the Company has reviewed the unaudited interim financial information for
the six months ended June 30, 2024 in accordance with International Standard on Review Engagements 2410.

During the Reporting Period, the Group did not make any material acquisitions or disposals of any
subsidiaries, associates and joint ventures.
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| Chapter 7: Changes in Shares and Shareholders

I. Changes in Share Capital

During the Reporting Period, the total number of shares and the share capital structure of the Company
remained unchanged.

II. Shareholders

() Total number of shareholders:

Total number of holders of ordinary shares as of the end of the Reporting Period 140,729

() Shareholdings of the top ten shareholders and the top ten holders of tradable shares (or holders
of unrestricted shares) as of the end of the Reporting Period

Unit: share

Shareholdings of the top ten shareholders (Excluding shares lent through margin financing)

Changes Number of Number of | Pledged, marked
Name of shareholder i ful) during the | sharesheld | Percentage | restricted or locked-up Nature of

Reporting | at the end of (%) shares shareholder
Period the period held Status | Number
China Merchants Financial Holdings Co., Ltd. , State-owned
o - 2,047,900517 23.55 - Nil -
(RERERERERAR) | legal person
Shenzhen Jisheng Investment Development Co., Ltd. . State-owned
. i - - 1,703,934,870 19.59 - Nil -
(RImEEREZRARLA) | legal person
legal
HKSCC Nominees Linited 200 14BBT U6 - | D o
person
China Ocean Shipping Company Limited . State-owned
Sy _ - 544,632,418 6.26 - Nil -
(hERFEEERAA) | legal person
: s . State-owned
Hebei Port Group Co,, Ltd. (1t E0 £ EARAR) - 32873 39 - Nil | e
legal person
(CCCC Capital Holdings Co., Ltd. , State-owned
o - 272,219,361 313 - Nil -
(PRARERARAH) | legal person

China Securities Finance Corporation Limited

N - 170,789,261 1.96 - Nil - Unknown
(PEEFERRAARAT)
legal
Hong Kong Securities Clearing Company Limited 37,942,040 157,337,030 1.81 - Nil - Ovepr::;nega
C0SCO Shipping (Guangzhou) Co., Ltd. . State-owned
P _ = 109,199,899 1.26 - Nil -
(PREEENERAR) | legal person
China Construction Bank Corporation - Guotai CSI
Al Sere brkerage ET 3686814 83668916 096 - ~ Other

(PERRBRTBENARAR-BRDELEES
LARFERIARHESREED)
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Shareholdings of the top ten holders of unrestricted shares
(Excluding shares lent through margin financing, the locked shares held by senior management)

Number of Class and number of shares

tradable
unrestricted Number
shares held

Name of shareholder

China Merchants Financial Holdings Co., Ltd.

. 2,047,900,517  RMB ordinary shares 2,047,900,517
(REREBERERA) !
Shenzhen Jisheng Investment Development Co., Ltd. .
o : 1,703,934,870  RMB ordinary shares 1,703,934,870
I EERAFRARAR) '
HKSCC Nominees Limited 1,274,223,837  Overseas listed foreign shares  1,274,223,837
China Ocean Shipping Company Limited .
v _ 544,632,418 RMB ordinary shares 544,632,418
(REEERARAR) '
Hebei Port Group Co., Ltd. (T3t SEBRAA) 343,282,732 RMB ordinary shares 343,282,732
CCCC Capital Holdings Co., Ltd. ,
R 272,219,361  RMB ordinary shares 272,219,361
FRARBRERAT) !
China Securities Finance Corporation Limited .
iAo 170,789,261  RMB ordinary shares 170,789,261
FEESERRHERAT) !
Hong Kong Securities Clearing Company Limited 157,337,030  RMB ordinary shares 157,337,030
COSCO Shipping (Guangzhou) Co., Ltd. 109,199,899  RMB ordinary shares 109,199,899

(FEBERMBERAR)

China Construction Bank Corporation — Guotai CSI All
Share brokerage ETF (Bl RITIRH AR AR — B 83,668,916  RMB ordinary shares 83,668,916
RHEZEEFDIRFERMAEEEFERES)

Description of the special account for repurchase among
the top ten shareholders

Nil

Description of the entrusting voting right, entrusted
voting right and waiver of voting right of the above Nil
shareholders

Among the above top ten shareholders:

1. CM Financial Holdings holds 100% of the equity interest in

Jisheng Investment in aggregate. CM Financial Holdings and

Description of the connected relationships or concerted Jisheng Investment are both subsidiaries of China Merchants
actions among the above shareholders Group, the de facto controller of the Company;

2. China Ocean Shipping and COSCO Shipping (Guangzhou) Co.,
Ltd. are both subsidiaries of China COSCO Shipping Corporation
Limited.
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Notes: 1. HKSCC Nominees Limited is the nominee holder of the shares held by the non-registered H
Shareholders of the Company;

2. Hong Kong Securities Clearing Company Limited is the nominee holder of the shares of the
Company under the Northbound Trading Link of the Shanghai-Hong Kong Stock Connect;

3. Given the fact that the shares of the Company could be used as underlying securities for
margin financing and securities lending, the shareholding of the shareholders is calculated
based on the aggregate of shares and interests held in their ordinary securities accounts and
credit securities accounts.

Lending shares through margin financing by shareholders holding more than 5% of shares, top ten
shareholders and top ten holders of unrestricted shares

Unit: shares

Lending shares through margin financing by shareholders holding more than 5% of shares,
top ten shareholders and the top ten holders of unrestricted shares

Outstanding shares
lent through margin
financing at the
beginning of the
period

Shareholding in
ordinary account and

Name of shareholder (in credit account at the
full) beginning of the period

Shareholding in Outstanding shares
ordinary accountand | lent through margin
credit account at the | financing at the end

end of the period of the period

Percentage Percentage Percentage Percentage
(%) (%) (%) (%)

China Construction Bank
Corporation - Guotai CSI Al
Share brokerage ETF
(PERRRTROERAF -
BRPEEEF DA
FHAERESREED)

79,982,102 0.9197 599,500 0.0069 83,668,916 0.9621 198,100 0.0023
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() Interests and short positions of the substantial shareholders and other persons in the shares
and underlying shares

As at June 30, 2024, to the best knowledge of the Directors having made reasonable enquiries, the
following persons (other than the Directors, Supervisors or chief executive of the Company) had interests or
short positions in the shares or underlying shares of the Company which would be required to be disclosed
to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO and which were recorded in the register
required to be kept by the Company pursuant to Section 336 of the SFO:

Percentage of Percentage of

L itions’/
Name of de facto Class of Number of | total number | total number of slt::?tpzsslitliz:ss“/
controller and substantial Nature of interest shares held of issued | issued A Shares/H P :
shares shares available
shareholders (shares) | shares of the Shares of the for lendin
Company (%) Company (%) g
Interest held b .
Ashares B 39 635 38 B14 5055 Long posiion
controlled corporations'
1 China Merchants Group :
H Shares EECHY . 89,042,607 1.02 6.99  Long position
controlled corporations?
Beneficial owner and
interest of corporation ”
ChingMerchantsFinancial A Shares contrlled by substanta 3,751,835,387 4314 50.55  Long position
2 ﬁoldlngs Co., Ltd. (BBRE shareholders
RARERAR) it
|
Hohares L0y 89,042,607 ) 699 Long postion
controlled corporations®
Shenzhen Jisheng Investment
3 Development Co., Ltd. (&3l AShares  Beneficial owner 1,703,934,870 19.59 22.96  Long position
mERRAERERAR)
China Merchants Finanial interest held b
4 Holdings (Hong Kong) H Shares y , 89,042,607 1.02 6.99  Long position
. controlled corporations®
Company Limited
Best Winner Investment . o
5 e S. ernvemen H Shares  Beneficial owner 89,042,607 1.02 6.99  Long position
Limited
Interest held b .
CnaCOsCOShging At oY 663,437,515 163 894 Long posiion

controlled corporations*

6  Corporation Limited (FELR

s e Interest held b .
FEESERRAA) H Shares eres ey , 207,797,720 239 16.30  Long position
controlled corporations®

China Ocean Shipping
7 Company Limited (RELES A Shares  Beneficial owner 544,632,418 6.26 734 Long position
EHBRAT)
Hebei Port Group Co,, Lid AShares  Beneficial owner 343,282,732 3.95 463 Long position
L N W
(AR S ERRAR) H Shares  Beneficial owner 90,674,300 1.04 7.1 Long position
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88

Percentage of Percentage of

Long positions’/
Name of de facto Number of | total number total number of op

(Class of short positions®/

controller and substantial Nature of interest shares held of issued | issued A Shares/H :
shares shares available
shareholders (shares) | shares of the Shares of the :
for lending

Company (%) Company (%)

PICC Life Insurance Company

9 Limited (FEEARAS/RER  HShares  Beneficial owner 433,290,000 498 3400 Long position
RERAR)
The People’s Insurance
Company (Group) of China Interest held by .

10 - H Sh , 433,290,000 498 3400 L t
Limited (FELARRREER T contolled corporations? ong postion
RERAR)
COSCO SHIPPING Investment

1 - PTIS IVESHTENE ) Ghares Benefical owner 207,797,720 239 1630 Long positon
Holdings Co., Limited

Notes:

China Merchants Group holds 100% of the equity interest in CM Financial Holdings and Jisheng
Investment, and is deemed to be interested in the same number of A Shares which CM Financial
Holdings (23.55%) and Jisheng Investment (19.59%) are interested in under the SFO.

China Merchants Group holds 100% of the equity interest in Best Winner Investment Limited, and
is deemed to be interested in the same number of H Shares which Best Winner Investment Limited
(1.02%) is interested in under the SFO.

CM Financial Holdings directly holds 23.55% of the shares of the Company. CM Financial Holdings
holds 100% of the equity interest in Jisheng Investment, and is deemed to be interested in the same
number of A Shares which Jisheng Investment (19.59%) is interested in under the SFO. Thus, CM
Financial Holdings holds, directly and indirectly, an aggregate of 43.14% of the equity interest in
the A Shares of the Company. CM Financial Holdings holds 100% of the equity interest in China
Merchants Financial Holdings (Hong Kong) Company Limited, and China Merchants Financial Holdings
(Hong Kong) Company Limited holds 100% of the equity interest in Best Winner Investment Limited.
CM Financial Holdings and China Merchants Financial Holdings (Hong Kong) Company Limited are
deemed to be interested in the same number of H Shares which Best Winner Investment Limited
(1.02%) is interested in under the SFO.

China COSCO Shipping Corporation Limited holds 100% of the equity interest in China Ocean
Shipping and China Shipping Group Co., Ltd. (f El/&:& % E B R A7), and is deemed to be interested
in the same number of A Shares which China Ocean Shipping (6.26%), COSCO Shipping (Guangzhou)
Co., Ltd., a wholly-owned subsidiary of China Shipping Group Co., Ltd. (1.26%), COSCO SHIPPING
Investment Holdings Co., Limited, a wholly-owned subsidiary of China Shipping Group Co., Ltd.
(0.10%), and Guangzhou Sanding Oil Products Transport Co., Ltd. (BN =R HmEHER A7)
(0.01%) are interested in under the SFO.
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5. China COSCO Shipping Corporation Limited is deemed to be interested in the same number of H
Shares which COSCO SHIPPING Investment Holdings Co., Limited, a wholly-owned subsidiary of
China Shipping Group Co., Ltd. (FE/BEEBABR A F]) (2.39%), is interested in under the SFO.

6. The People’s Insurance Company (Group) of China Limited directly and indirectly holds 80% of the
equity interest in PICC Life Insurance Company Limited, and is deemed to be interested in the same
number of H Shares which PICC Life Insurance Company Limited is interested in under the SFO.

7. A shareholder has a “long position” if it has an interest in shares, including interests through
holding, selling or issuing financial instruments (including derivatives) under which such shareholder
has the following rights and liabilities: (i) it has a right to buy the underlying shares; (ii) it is under
an obligation to buy the underlying shares; (iii) it has a right to receive money if the price of the
underlying shares increases; or (iv) it has a right to avoid or reduce a loss if the price of the underlying
shares increases; and

8. A shareholder has a “short position” if it borrows shares under a securities borrowing and lending
agreement, or if it holds, sells or issues financial instruments (including derivatives) under which
such shareholder has the following rights and liabilities: (i) it has a right to require another person
to buy the underlying shares; (ii) it is under an obligation to deliver the underlying shares; (iii) it has
a right to receive money if the price of the underlying shares decreases; or (iv) it has a right to avoid
or reduce a loss if the price of the underlying shares decreases.

Save as disclosed above, as at June 30, 2024, the Company was not aware of any other person (other
than the Directors, Supervisors and chief executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company as recorded in the register required to be kept by the Company
pursuant to Section 336 of the SFO.
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Ill. Directors, Supervisors and Senior Management

Interests and short positions in shares, underlying shares or debentures of the Company and its
associated corporations of the Directors, Supervisors and chief executives

As of June 30, 2024, the interests and short positions of the Directors, Supervisors and chief executives
of the Company in the shares, underlying shares or debentures of the Company or its associated corporations
which would be required to be notified to the Company and the Hong Kong Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions which they were taken or deemed
to have under such provisions of the SFO), or interests or short positions which would be required, pursuant to
Section 352 of the SFO, to be recorded in the register referred to therein, or required, pursuant to the Model
Code, to be notified to the Company and the Hong Kong Stock Exchange were as follows:

Percentage of | Percentage of

Long positions/
: total number | total number o
Directors/ o Class of | Nature of ares ' . short positions/
: Position ' of issued of issued A :
Supervisors shares | interest Id shares available
shares of the | Shares of the for lendin
Company (%) | Company (%) g
Chairman of the Board,
HUO Da (%) executive Director and AShares  Beneficial owner 531,210 0.006 0.007  Long position
Chief Information Officer
Empl tati g "
YIN Hongyan (41 &) R lrepresen e AShares  Beneficial owner 204,311 0.002 0.003  Long position
Supervisor
Empl tati
CHEN Jun (%2) m;;j)g;ewrseoprresen e AShares  Beneficial owner 102,156 0.001 0.001  Long position

IV. Description of Restrictions on Equity or Assets and Credit Status of Controlling
Shareholder or De Facto Controller

The controlling shareholder of the Company is China Merchants Finance Investment Holdings Co., Ltd.,
which directly and indirectly holds 44.17% of the shares of the Company, and is not subject to major restrictions.
Other major assets of China Merchants Finance Investment Holdings Co., Ltd. are equity investment. There are
no major restrictions, and it has good credit standing.

The de facto controller of the Company is China Merchants Group Limited, which indirectly holds 44.17 %
of the shares of the Company, and is not subject to major restrictions. Other major assets of China Merchants
Group Limited are cash and bank balances, inventory and long-term equity investment. There are no major
restrictions, and it is granted AAA credit rating with good credit standing.
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I. Corporate Bonds (Including Enterprise Bonds) and Non-financial Enterprise
Debt Financing Instruments

() Corporate bonds (including enterprise bonds)
1. General information of corporate bonds

As of the date of this report, the details of the outstanding corporate bonds are as follows:

Unit: 100 Million Yuan

Currency: RMB

Latest merteh;r
sell-back o Payment of : Eligibility of :
Abbreviation |  Code 'Dateof Value date | date after Date'of enang nteest principal and Trading Leadl Trustee | investors (if Tradlqg
issuance puaust3t, | 0 balance | rate (%) interest place | underwriter o mechanism
g2024 : Y of listing
and trading
The 2014 Corporate Bonds 14 Clina Payment of Matching,
L AT Merchants May26,  May 26 May 26 L) Bebigh  bebight Ofeingp 900t
Merchants Securities Co,, Ltd. Bonds 1223744 201}15 ' 201y5 b 202}15 ' 5 508 andpaymentof  SSE Securitiges Securitiges investo?s quote request,  No
(REESRHERAADRY (4 princpal upon aucton and
ANUERTES) ,\ eipiy negofiaton
The 2021 Type Three e
Corporate Bonds (fifth Senuites
sl e tn e
‘ Merchants August August August g Securities,  CITIC professional '
Co., Ltd. to professional . 188568.H 0 340 andpaymentof  SSE . R quote request,  No
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Whether
Latest there is
Date of AT Date of [Remaining] Interest G Trading | Lead e Trading | any risk of
Abbreviation | Code | . Value date | date after . o1 | Princpal and o | Trustee | investors if . o
issuance aust3t | &P balance | rate (%) infarest place | underwriter ol mechanism | termination
2024 - i of listing
and trading
The 2024 Type Two Corporate S‘FHSCecurmes,
LA Payment of Securifes Matchin
oblclysted by China 24 Cina imyerestm” - Offeing to dkk_m_tgr'a .
Merchants Securities Co., Ltd. ~ Merchants 210K lune27, Wiyt July1, 015 amemofyy SSE Securﬁies professional T ues% "
to professional investors (A%~ Securites 63 1)/ S} 2008 ‘ rinc[i) z\u - et h; Securities  institutional ju ctionaqn i '
BERDERATNMERR  (UHEQY) pInCpalLp 1 investors -
SEEENERG )T exly Sezurmes negotiation
e - and Ping An
(E-HmED) Secuites
The 2024 Type One Short-term
Corporate Bonds (eighth
tranche) publicy issued by 24 China ‘ Matching,
China Merchants Securities  Merchants Wi - P?Iynrgezt‘:; i GF Securites, G 0:;?252?0;(; (lick-to-rade,
Co., Ltd. to professional Secuities  241203.5H 20;4’ 20;4’ - 2 20?5 10 1% ipmereEtuon SSE ame e il:}stitutiona\ quote request,  No
investors (ABEFRAEE 515 ' et Securites e auction and
DANMFERERREE  (uES19) oy et negotiaion
DREAREATEREN
BiaE)
The 2024 Type Two Short-
term Corporate Bonds (eighth
tranche) publicy issued by 24 Ching ‘ Matching,
China Merchants Securities ~ Merchants Wi Va2 P?Iynrgezt‘;); i GF Securifes, G Orf;z‘s:?o:)al dlick-to-rade,
(o, Ltd. to professional Secuities  241204.5H 20§4’ 20&’ - 5 ' 10 1% iﬁneregtuon SSE ame et i[;\stitutiona\ quoterequest,  No
mestors (FEZFROER St et Securtes . aucton and
MNUERHEEREE (410 apy TS eon
DRBARELTEHEN
BRED)
The 2024 Type One Short-term
Corporate Bonds (ninth
tranche) publicy issuedby 24 Ching ‘ Matching,
China Merchants Securities ~ Merchants st At December Pmegt\ ::] i GF Securities, G 0:;?&2?0;; (lick-to-trade,
(o, Ltd. to professional Sties  MBgH Ih AOBUL 0 1 MNP SSE ane L quote request,  No
. — 04 04 19,204 interest upon " Securities  institutional .
mvestors(AEZERAER 517 4 Securtes 4 aucton and
DANMFEREEREE  (4HS17) ey st negotiaion
K G
BaE)
The 2024 Type Two Short-
term Corporate Bonds (ninth
g;Frlcah :jlgrliﬁg;‘tyslgseti?\sé ST i GF Securites Ui y\:i;cthtl)ntgrade
o Lt to rofessorl Merchants BLSH August6, - August?, March 20, T prindpal and S e "G professional e ues% Vo
LA, Uiy o Securies $18 T 0 2025 " interest upon " Secutes  intctondl e
investors (AEEFRAER STy o] Securites e auction and
DANMFENEEREE negotiation
DREAREATEREN
B@ED)
The 2024 Type Two
Subordinated Bonds (fourth ata e
tranche) publicly issued by ) Payment of " ‘ Matching,
China Merchants Securites Al Interest annualy, e Huatai Cici dick-o-rade,
‘ Merchants August 7, August 8, August 8, ' ame . professional ;
(o, Ltd. to professional - UH2LH - 0 212 andpaymentof  SSE " United 7 quote request,  No
. i Securities (8 04 AU 2009 i Securities . institutional .
imvestors (FEEARAER e princpal upon o T aucton and
DANUFEREERER r ey ony negotaton
DRRAREER e

(2E2)
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Notes:

1. For perpetual subordinated bonds, the issuer shall have the right of redemption, and (when specific
conditions are met) the option of redemption and the option of deferring payment of interest. On the
fifth and every subsequent interest payment date, the issuer shall have the right to redeem the perpetual
subordinated bonds at the face value plus the interest payable (including all deferred interest and its
yield);

2. The coupon rate for the first five interest-bearing years of the perpetual subordinated bonds is determined
through bookkeeping and filing, and shall remain unchanged during the first five interest-bearing years.
Since the sixth interest-bearing year, the coupon rate shall be re-determined every five years. The coupon
rate re-determined every five years is the benchmark interest rate for the relevant period plus the initial
spread plus 300 basis points. The initial spread is the difference between the coupon rate and the initial
benchmark interest rate in the first five interest-bearing years.

2. Triggering and execution of issuer’s or investor’s option clause or investor protection clause

Issuer’s right of redemption (i.e. on the fifth and every subsequent interest payment date of the bonds, the
issuer shall have the right to redeem the bonds at the face value plus the interest payable) and (when specific
conditions are met) issuer’s option of redemption and option of deferring payment of interest are available
for “22 China Merchants Securities Y1, “22 China Merchants Securities Y2", “22 China Merchants Securities
Y3" and “22 China Merchants Securities Y4" of the Company. The above bonds have not reached the exercise
date of right of redemption, and have not triggered the exercise of (when specific conditions are met) issuer’s
option of redemption. The Company held the 2022 annual general meeting on June 30, 2023, and considered
and approved the Resolution on the Profit Distribution Plan of the Company for 2022 at the meeting, and paid
A Share and H Share cash dividend on July 25, 2023 and August 4, 2023, respectively, which is a mandatory
interest payment. The option of deferring payment of interest was not triggered as of the date of this report.
The Company has fully paid the interest of the bonds for the relevant period.

“22 China Merchants Securities G1"”, “22 China Merchants Securities G2", “22 China Merchants Securities
G3", “22 China Merchants Securities G4"”, “22 China Merchants Securities Y1”, “22 China Merchants Securities
Y2", "22 China Merchants Securities Y3", “22 China Merchants Securities Y4", “23 China Merchants Securities
G1", “23 China Merchants Securities G2", “23 China Merchants Securities G3”, “23 China Merchants Securities
G4", "23 China Merchants Securities G5", “23 China Merchants Securities G6", “23 China Merchants Securities
G8", “23 China Merchants Securities 10", “23 China Merchants Securities 11", “23 China Merchants Securities
12", 23 China Merchants Securities 13", “23 China Merchants Securities S15”, “23 China Merchants Securities
S21", “23 China Merchants Securities C1"”, “23 China Merchants Securities C2", “23 China Merchants Securities
C3", "23 China Merchants Securities C4", “23 China Merchants Securities C6", “23 China Merchants Securities
C7", “23 China Merchants Securities C8", “23 China Merchants Securities C9”, “23 China Merchants Securities
C10", “24 China Merchants Securities G1”, “24 China Merchants Securities G2", “24 China Merchants
Securities G3”,"24 China Merchants Securities S1”, “24 China Merchants Securities S3"”, “24 China Merchants
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Securities S4", “24 China Merchants Securities S5”, “24 China Merchants Securities S6”, “24 China Merchants
Securities S7", “24 China Merchants Securities S8"”, “24 China Merchants Securities S9”, “24 China Merchants
Securities S10”, “24 China Merchants Securities S11”, “24 China Merchants Securities S12”, “24 China
Merchants Securities S13"”, “24 China Merchants Securities S14"”, “24 China Merchants Securities S15”, “24
China Merchants Securities S16”, “24 China Merchants Securities S17"”, “24 China Merchants Securities S18",
“24 China Merchants Securities C1”,”24 China Merchants Securities C2", “24 China Merchants Securities
C4","24 China Merchants Securities C6"”, “24 China Merchants Securities C8"of the Company contain investor
protection clauses. During the Reporting Period, such investor protection clauses have not been triggered.
The Company has undertaken that, according to the consolidated financial statements, the unrestricted cash
and bank balances at the end of each semi-annual period during the duration of the above bonds shall not be
less than RMB5 billion. As of the end of June 2024, the Company’s own cash and bank balances amounted
to RMB16.869 billion, and the unrestricted cash and bank balances amounted to RMB15.947 billion, which
met the undertaken amount.

3. Changes in and execution of guarantees, debt repayment plans and other repayment guarantee
measures during the Reporting Period and their impacts

Whether | Impact of
the change | the change
Status | Reason | hasbeen | on the

Current status upon | forthe | approved | rights and
change | change | bythe | interests

competent | of bond

authority | investors

None of the surviving corporate bonds of
the Company have credit enhancement
measures, and the debt repayment plans
are implemented in accordance with the
commitments in the prospectus. The
repayment guarantee measures include
engaging a trustee-manager, formulating
the Bondholders' Meeting Rules, setting
up a special repayment working group,
improving profitability, optimizing asset and
liability structure, strictly fulfilling information
disclosure obligations and maintaining strong
shareholder support.

The Company has strictly executed the
commitments on debt repayment plans
and repayment guarantee measures
in the prospectus, paid the interest
and principal of corporate bonds in
a timely manner, disclosed relevant
information in a timely manner, and
safequarded the legitimate rights and
interests of investors. The relevant
plans and measures are consistent
with the relevant commitments in the
prospectus.

No N/A N/A N/A N/A
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() Proceeds from Corporate Bonds

Unit: 100 Million Yuan Currency: RMB

Balance of

roceeds :
: Use of proceeds according
as at the . :
to the commitments in the

end of the e
Reporting .

Period

Whether the
actual use is
consistent
with the
agreed use

Actual use of
proceeds

Total
proceeds

Abbreviation

The 2024 Corporate Bonds (first tranche) publicly

issued by China Merchants Securities Co., Ltd. to i:cﬁ::;’\é:r(?:;; " 0 Repaying the principal of E:iilyg;?srzue Yes
professionalnvestors (FEZARHARAT024 6 due corporate bonds S
SEMEEREEABRGOTRAG-8) '
Meeting the needs of
The 2024 Type One Corporate Bonds (second business operations,
tranche) publicly issued by China Merchants 24 China Merchants adjusting the debt Repaying the
Securities Co., Ltd. to professional investors (7 Securities G2 (244 10 0 structure, repaying due principal of due Yes
ERRNERAAOMFENEERAZARET &G debts, and supplementing  corporate bonds
NABREZD)RE-) the working capital of the
Company
RMBO.5 billion
Meeting the needs of o repaylmg
. . the principal of
The 2024 Type Two Corporate Bonds (second business operations, die corporte
tranche) publicly issued by China Merchants 24 China Merchants adjusting the debt
" o iy , bonds, and
Securities Co., Ltd. to professional investors (7 Securities G3 (244 60 0 structure, repaying due RVBS.S bilion for Yes
EERNERLMOUFERIXRELLREN  #63) debts, and supplementing .
NAEHE-H)RE) the working capital of the supplemgntlng
G thelworkmg
capital of the
Company
The 2024 Type One Subordinated Bonds (first
tranche) publicly issued by China Merchants 24 China Merchants Repaying he rincigal of Repaying the
Securities Co., Ltd. to professional investors (% Securities C1 (247 9 0 A cororate bonds principal of due Yes
BHEROBRAAMOUEENEXRELORET  #Q1) corporate bonds
RBEAE B @E-)
The 2024 Type Two Subordinated Bonds (first
tranche) publicly issued by China Merchants 24 China Merchants oy Repaying the
Securities Co., Ltd. to professional investors (% Securities C2 (247 17 0 due cororate bonds principal of due Yes
FEROEBARMUFENEEREALRET  BQ) corporate bonds
RGEHE-D@E)
The 2024 Type Two Subordinated Bonds (second T
tranche) publicly issued by China Merchants 24 China Merchants Supplementing the e
Securities Co., Ltd. to professional investors (% Securities C4 (247 2 0 working capital of the il of the Yes
BARHERDINMFENERAEINET 2 Compny Ei)pr::asy

REEHE—H) (RED)
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The 2024 Type Two Subordinated Bonds (third

Abbreviation

Chapter 8: Relevant Information of Bonds

Total

proceeds

Balance of
proceeds
as at the

end of the

Reporting

Period

Use of proceeds according
to the commitments in the

prospectus

Whether the
actual use is

Actual use of
proceeds

consistent
with the
agreed use

tranche) publicly issued by China Merchants 24 China Merchants 1 Repaying the
Securities Co., Ltd. to professional investors (% Securities (6 (247 2 0 due comporte bonds principal of due Yes
ERRNARAT0MFENEXREELRET  #(6) corporate bonds
REEHE=H)@E)
RMB1.9 billion
Meeting the needs of IE; rpe;:riz:gjl of
The 2024 Type Two Subordinated Bonds (fourth business operations, due comorte
tranche) publicly issued by China Merchants 24 China Merchants adjusting the debt bonds. and
Securities Co., Ltd. to professional investors (5% Securities C8 (24 30 0 structure, repaying due BT ' 1 bilion for Yes
EFRNERATNUFANSRREZAFES &) debts, and supplementing o
RREHEDH) RE) the working capital of the supplemgntmg
Comoan the working
pary capital of the
Company
The 2024 Type One Short-term Corporate Bonds
(first tranche) publicly issued by China Merchants 24 China Merchants 1 Repaying the
Securities Co., Ltd. to professional investors (& Securities 51 (244 2 0 due comporte boncs principal of due Yes
ERRNBRATOMEENEXREELRET &) corporate bonds
RARAERE-HRE-)
RMBA4.0 billion
Meeting the needs of IEL r:::sz:;gl of
The 2024 Type One Short-term Corporate Bonds business operations, die componte
(second tranche) publicly issued by China Merchants 24 China Merchants adjusting the debt bonds. and
Securities Co., Ltd. to professional investors (&2 Securities 53 (244 57 0 structure, repaying due " ’7 bilon for Yes
ARNERAANMEANEXREZLRETE  &9) debts, and supplementing o
BLAREHE-H)(RE) the working capital of the supplemgntmg
Comoan the working
pery capital of the
Company
Meeting the needs of
The 2024 Type Two Short-term Corporate Bonds business operations, ST
(second tranche) publicly issued by China Merchants 24 China Merchants adjusting the debt e
Securities Co., Ltd. to professional investors (& Securities 54 (244 20 0 structure, repaying due il of th Yes
FRABRATNUEANEXREZDRENE &Y debts, and supplementing @plal olhg
HRAERE_DRED) the working capital of the el
Company
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The 2024 Type One Short-term Corporate Bonds

Abbreviation

hapter 8: Relevant Information of Bonds

Total

proceeds

Balance of
proceeds
as at the
end of the
Reporting
Period

Use of proceeds according
to the commitments in the
prospectus

Actual use of
proceeds

Whether the
actual use is
consistent
with the
agreed use

(third tranche) publicly issued by China Merchants 24 China Merchants 1 Repaying the

Securities Co., Ltd. to professional investors (% Securities 55 (247 2 0 due coporte bord principal of due Yes
EARODBRAANVUEENEFREZARET &) corporate bonds
RAARBAE=H@E-)

The 2024 Type Two Short-term Corporate Bonds

(third tranche) publicly issued by China Merchants 24 China Merchants T e Repaying the

Securities Co., Ltd. to professional investors (% Securities 56 (244 20 0 e principal of due Yes
ERRNERAAMFANEERAZLFET &6 corporate bonds
RARAERE=DmED)

The 2024 Type One Short-term Corporate Bonds

(fourth tranche) publicly issued by China Merchants 24 China Merchants e Repaying the

Securities Co., Lid. to professional investors (A& Securities S7 (2413 A 0 T principal of due Yes
FROERAANUEEANEEREZLRENRE &) corporate bonds
BRAERERS) E )

The 2024 Type Two Short-term Corporate Bonds

(fourth tranche) publicly issued by China Merchants 24 China Merchants eIl Repaying the

Securities Co., Ltd. to professional investors (&2 Securities 58 (244 18 0 due comporatebonds principal of due Yes
ARNERAANUEANEXREZLRETRE  2%9) corporate bonds
BRAER BN ED)

The 2024 Type One Short-term Corporate Bonds

(fifth tranche) publicly issued by China Merchants 24 China Merchants Repaying the principa of Repaying the

Securities Co., Ltd. to professional investors (& Securities 59 (244 56 0 TS principal of due Yes
BERNERAAOUFENSERAZARET &% corporate bonds
RBAEAELS)@E)

The 2024 Type Two Short-term Corporate Bonds

(fifth tranche) publicly issued by China Merchants 24 China Merchants Repaying he principal of Repaying the

Securities Co., Ltd. to professional investors (& Securities $10 (24 22 0 GRS principal of due Yes
EAFRNARAFNUEENEXREZLRET  £910) corporate bonds

RRNFES (FRH)@ED)

The 2024 Type One Short-term Corporate Bonds

(sixth tranche) publicly issued by China Merchants 24 China Merchants e Repaying the

Securities Co., Ltd. to professional investors (% Securities S11 (24 5 0 due conporte bonds principal of due Yes
BAROARATOUFANZERERDRET A1) corporate bonds

RELARE (EHmE-)
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The 2024 Type Two Short-term Corporate Bonds

Abbreviation

Chapter 8: Relevant Information of Bonds

Total

proceeds

Balance of
proceeds
as at the
end of the
Reporting
Period

Use of proceeds according
to the commitments in the
prospectus

Actual use of
proceeds

Whether the
actual use is
consistent
with the
agreed use

(sixth tranche) publicly issued by China Merchants 24 China Merchants 1 Repaying the
Securities Co., Ltd. to professional investors (% Securities $12 (24 30 0 die comporte bonds principal of due Yes
ERRNARATOUEENEXREELRET  £912) corporate bonds
RAARBAE HN@ED)
The 2024 Type One Short-term Corporate Bonds
(seventh tranche) publicly issued by China Merchants 24 China Merchants T o1 Repaying the
Securities Co,, Lid. to professional investors (A% Securities $13 (24 10 0 die corporte bonds principal of due Yes
FRABRATNUEANEXREELRETR  H13) corporate bonds
BRRGEHE LS RE-)
The 2024 Type Two Short-term Corporate Bonds
(seventh tranche) publicly issued by China Merchants 24 China Merchants T Repaying the
Securities Co., Ltd. to professional investors (A Securities $14 (24 50 0 T principal of due Yes
FROERAANUEENEEREZLRENRE  £914) corporate bonds
BRAEFELH(wED)
The 2024 Type One Short-term Corporate Bonds
(eighth tranche) publicly issued by China Merchants 24 China Merchants eIl Repaying the
Securities Co., Ltd. to professional investors (& Securities $15 (24 10 0 die corporate bonds principal of due Yes
ARNERLTNUFANEXREEDRETR  H519) corporate bonds
BRAERE B wE )
The 2024 Type Two Short-term Corporate Bonds
(eighth tranche) publicly issued by China Merchants 24 China Merchants Repaying the principa of Repaying the
Securities Co., Ltd. to professional investors (= Securities $16 (24 10 0 die corporate bonds principal of due Yes
FROERATNUFENSFREZLRETE  £510) corporate bonds
BRARHE BB )
The 2024 Type One Short-term Corporate Bonds
(ninth tranche) publicly issued by China Merchants 24 China Merchants Repaying the principa of Repaying the
Securities Co., Ltd. to professional investors (& Securities $17 (24 10 0 oG principal of due Yes
EARODARAANUEENEXREZLRE T A1) corporate honds
RELTER ENE)RE)
The 2024 Type Two Short-term Corporate Bonds
(ninth tranche) publicly issued by China Merchants 24 China Merchants ] Repaying the
Securities Co., Ltd. to professional investors (% Securities $18 (24 20 0 due conprte bonds principal of due Yes
ERRNERAAOUFANEEREZARET  #AS19) corporate bonds
REARRAEND@ED)
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(IV) Other matters to be disclosed in respect of certain types of bonds
The Company is the issuer of renewable corporate bonds

During the Reporting Period, the relevant information of the Company’s perpetual subordinated bonds
is as follows:

Unit: 100 Million Yuan Currency: RMB

Bond code 185584.SH 185697.SH 185739.SH 185831.SH
22 China 22 China 22 China 22 China
Bond abbreviation Merchants Merchants Merchants Merchants
Securities Y1 Securities Y2 Securities Y3 Securities Y4

Remaining balance 43 47 40 20

Renewal (Note) Nil Nil Nil Nil

Interest step-up (Note) Nil Nil Nil Nil

Interest deferral The Company has fully paid the interest of the bonds.

A mandatory interest payment has occurred within 12 months before
the interest payment date: The Company held the 2022 annual general
Mandatory interest meeting on June 30, 2023, and considered and approved the Resolution
payment on the Profit Distribution Plan of the Company for 2022 at the meeting,
and paid the cash dividend of A Shares and H Shares on July 25, 2023 and
August 4, 2023, respectively.

Whether they are still
included in equity

and corresponding Yes Yes Yes Yes
accounting treatment
or not

Other matters Nil Nil Nil Nil

Note:  As of the date of this report, the above bonds have not reached the exercise date of right of redemption,
and have not triggered the exercise of (when specific conditions are met) issuer’s option of redemption.
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(V) Significant events in relation to corporate bonds during the Reporting Period
1. Non-operating intercourse funds and fund lending
(1). The balance of non-operating intercourse funds and fund lending

As at the beginning of the Reporting Period, the balance of the Company’s consolidated intercourse funds
receivable from and fund lending to other parties that are not directly attributable to production operations
(hereinafter referred to as non-operating intercourse funds and fund lending): RMBO billion;

During the Reporting Period, there was no non-compliance with the relevant covenants or undertakings
set out in the prospectus in respect of non-operating intercourse funds or fund lending.

As at the end of the Reporting Period, the total amount of uncollected non-operating intercourse funds
and fund lending: RMBO billion.

(2). The details of non-operating intercourse funds and fund lending
As at the end of the Reporting Period, the proportion of uncollected non-operating intercourse funds and

fund lending on a consolidated basis to the consolidated net assets of the Company was 0%, not exceeding
10% of the consolidated net assets.
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* Chapter 8: Relevant Information of Bonds

2. Liabilities
(1). Interest-bearing liabilities and changes therein
1.1 Debt structure of the Company
As of the beginning and the end of the Reporting Period, the balance of the Company’s interest-bearing
liabilities (on a non-consolidated basis) amounted to RMB339.989 billion and RMB296.129 billion, respectively,

and the balance of the interest-bearing liabilities recorded a year-on-year decrease of 12.90% during the
Reporting Period.

Unit: 100 Million Yuan Currency: RMB

Maturity time Percentage

to the

interest-

Within 6 bearing

Type of interest-bearing months Above 6 liabilities

liabilities Overdue | (inclusive) months Total (%)

Corporate credit bonds - 445.55 875.67 1,321.22 44.62

Bank loans - - - - -

Non-standard financing - 77.51 26.76 104.28 3.52

Other interest-bearing liabilities - 1,535.36 0.42 1,535.79 51.86
Of which: Placements from banks

and other financial institutions - 135.95 - 135.95 4.59

Financial assets sold under
repurchase agreements = 1,399.42 0.42 1,399.84 47.27
Total - 2,058.43 902.86 2,961.29 100.00

Note: As of the beginning and the end of the Reporting Period, the perpetual subordinated bonds of issuer’s
parent company amounted to RMB15 billion, which are classified as equity instruments and are not
included in interest-bearing liabilities. For details, please see “The Company is the issuer of renewable
corporate bonds “ in “Chapter 8: Relevant Information of Bonds”.

As at the end of the Reporting Period, among the corporate credit bonds of the Company, the outstanding
balance of corporate bonds was RMB132.122 billion, the outstanding balance of enterprise bonds was RMBO
billion, the outstanding balance of offshore bonds was RMBO billion, and a total of RMB44.555 billion of
corporate credit bonds will be due for repayment within six months.

108 China Merchants Securities Co., Ltd. | 2024 Interim Report



Chapter 8: Relevant Information of Bonds

1.2 Interest-bearing liabilities structure of the Company’s consolidated accounts

As of the beginning and the end of the Reporting Period, the balance of the Company’s interest-bearing
liabilities within the scope of the Company’s consolidated statements amounted to RMB356.855 billion and
RMB314.138 billion respectively, and the balance of the Company’s interest-bearing liabilities during the
Reporting Period decreased by 11.97% year-on-year.

Unit: 100 Million Yuan Currency: RMB

Maturity time Percentage

to the

interest-

Within 6 bearing

Type of interest-bearing months Above 6 liabilities

liabilities Overdue | (inclusive) months Total (%)

Corporate credit bonds - 481.40 885.63 1,367.03 43.52

Bank loans - 59.18 19.31 78.49 2.50

Non-standard financing - 78.17 26.76 104.93 3.34

Other interest-bearing liabilities - 1,590.50 0.42 1,590.92 50.64
Of which: Placements from banks

and other financial institutions - 135.97 - 135.97 4.33

Financial assets sold under
repurchase agreements - 1,454.52 0.42 1,454.95 46.32
Total - 2,209.25 932.13 3,141.38 100.00

Note: As of the beginning and the end of the Reporting Period, the perpetual subordinated bonds in the
issuer’s consolidated statements amounted to RMB15 billion, which are classified as equity instruments
and are not included in interest-bearing liabilities. For details, please see “The Company is the issuer of
renewable corporate bonds” in “Chapter 8: Relevant Information of Bonds”.

At the end of the Reporting Period, among the corporate credit bonds of the Company’s consolidated
accounts, the outstanding balance of corporate bonds was RMB132.122 billion, the outstanding balance of
enterprise bonds was RMBO billion, the outstanding balance of offshore bonds was RMB4.581 billion, and a
total of RMB48.140 billion of corporate credit bonds will be due for repayment within six months.

1.3 Offshore bonds

As of the end of the Reporting Period, the balance of offshore bonds issued within the scope of consolidated
statements of the Company amounted to RMB4.581 billion, of which RMB3.585 billion were offshore bonds
due within September to December 2024.
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(2). Principal liabilities and reasons for changes

Chapter 8: Relevant Information of Bonds

For details of the principal liabilities of the issuer as at the end of the Reporting Period and the reasons for
changes thereof, please refer to the relevant contents of “Assets and Liabilities” in “Chapter 3: Management's

Discussion and Analysis”.

(VI) Key accounting data and financial indicators

As at the
S end of the As at the end 5 Reason for the
LGS T Reporting of last year Change (%) change
Period
Current ratio 1.36 1.41 -3.55 -
Quick ratio 1.36 1.41 -3.55 -
Decreased by
Gearing ratio (%) 77.27 78.89  1.62 percentage -

points

The Reporting
Period

(January -

The Previous
Period

Change (%)

Reason for the
change

Net profit after deduction

June)

of non-recurring profit 47.50 47.01 1.04 -
or loss (RMB100 Million)
EBITDA/debt ratio 2.54 2.79 -8.96 -
Interest coverage ratio 2.17 2.26 -3.98 -
Attributable
to increase in
net cash flows
generated
. from operating
CiZTi;”terESt coverage 10.16 3.12 225.64  activities after
deducting the
effect of net cash
received/paid for
agency trading of
securities
EBITI?A/mterest coverage 796 735 383 -
ratio
Loan repayment ratio (%) 100.00 100.00 - -
Interest payment ratio (%) 100.00 100.00 =| =

Note: Gearing ratio = (Total liabilities — Accounts payable to brokerage clients)/(Total assets — Accounts payable

to brokerage clients).
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Review report to the board of directors of China Merchants Securities Co., Ltd.
(Incorporated in the People’s Republic of China with limited liability)

HKSZ02400024

We have reviewed the interim financial report set out on pages 112 to 207 which comprises the condensed
consolidated statement of financial position of China Merchants Securities Co., Ltd. (the “Company”) and its
subsidiaries (collectively the “Group”) as of 30 June 2024 and the related condensed consolidated statement
of profit or loss, the condensed consolidated statement of profit or loss and other comprehensive income, the
condensed consolidated statement of changes in equity and the condensed consolidated statement of cash
flows for the six-month period then ended and explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation of an interim financial report to be in
compliance with the relevant provisions thereof and International Accounting Standard 34, Interim financial
reporting (“IAS 34"), issued by the International Accounting Standards Board. The directors are responsible for
the preparation and presentation of these condensed consolidated interim financial statements in accordance
with IAS 34.

Our responsibility is to express a conclusion, based on our review, on the interim financial statements
and to report our conclusion solely to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or accept liability to any other person for
the contents of this report.

We conducted our review in accordance with the International Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the
International Auditing and Assurance Standards Board. A review of the interim financial statements consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in accordance
with International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed consolidated interim financial statements as at and for the six months ended 30 June 2024 are not
prepared, in all material respects, in accordance with IAS 34.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

30 August, 2024
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Condensed Consolidated Statement of Profit or Loss
for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Six months ended June 30,

Notes (Unaudited) | (Unaudited)

Fee and commission income 4 4,453,006 5,269,094
5,031,862 5,423,377
4,753,132 3,918,188

124,394 1,042,892

Interest income

Investment gains or losses, net

~N | O | U

Other income and gains or losses, net

Total revenue, other income and gains 14,362,394 15,653,551
Depreciation and amortization 8 (422,275) (376,281)
Staff costs 9 (3,113,689) (3,225,897)
Fee and commission expenses 10 (945,118) (1,137,763)
Interest expenses 11 (4,564,829) (4,489,749)
Tax and surcharges (49,626) (53,318)
Other operating expenses 12 (1,012,274) (1,782,982)
Impairment losses under expected credit loss model,

net of reversal 13 (37,692) (147,068)
Total expenses (10,145,503) (11,213,058)
Share of results of associates and joint ventures 751,389 769,709

Profit before income tax 4,968,280 5,210,202
Income tax expenses 14 (218,318) (480,610)

Profit for the period 4,749,962 4,729,592

Attributable to:

Shareholders of the Company 4,747,695 4,726,975

Non-controlling interests 2,267 2,617

4,749,962 4,729,592

Earnings per share attributable to shareholders of the Company
(Expressed in RMB per share)

- Basic and diluted 15 0.51 0.51

The notes on pages 122 to 207 form part of these financial statements.
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Six months ended June 30,

(Unaudited) | (Unaudited)

Profit for the period 4,749,962 4,729,592

Other comprehensive (expense) income:

Items that will not be reclassified subsequently to profit or loss:

Equity instruments designated as at fair value through other
comprehensive income:

Net fair value changes during the period (102,132) 63,884
Income tax impact 6,065 (13,084)
Subtotal (96,067) 50,800

Items that may be reclassified subsequently to profit or loss:

Debt instruments at fair value through other comprehensive income:

Net fair value changes during the period 1,063,111 270,646

Reclassification adjustment to profit or loss (356,184) (28,620)

Impairment losses under expected credit loss model, net of reversal 4,531 (475)

Income tax impact (176,256) (65,653)
Subtotal 535,202 175,898
Share of other comprehensive income of associates, net of related

income tax 29,176 7,903
Exchange differences arising from translation of foreign operations 38,048 180,600

Other comprehensive income for the period (net of tax) 506,359 415,201

Total comprehensive income for the period (net of tax) 5,256,321 5,144,793

Attributable to:

Shareholders of the Company 5,254,054 5,142,176

Non-controlling interests 2,267 2,617

Total 5,256,321 5,144,793

The notes on pages 122 to 207 form part of these financial statements.
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-
' Condensed Consolidated Statement of Financial Position
as at June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

As at As at

June 30, | December 31,

2024 2023

Notes (Unaudited) (Audited)

Non-current assets

Property and equipment 16 1,565,966 1,539,591
Right-of-use assets 17 1,468,011 1,545,738
Goodwill 9,671 9,671
Other intangible assets 393,858 344,712
Interests in associates and joint ventures 18 11,949,160 11,751,540
Equity instruments at fair value through other comprehensive income 19 32,826,536 17,697,437
Financial assets held under resale agreements 21 1,115,329 1,278,800
Financial assets at fair value through profit or loss 27 10,548,519 10,574,027
Deferred tax assets 22 1,291,090 1,583,773
Other non-current assets 23 416,674 589,190

Total non-current assets 61,584,814 46,914,479

Current assets

Advances to customers 24 78,219,495 83,666,020
Current tax assets 250,055 507,993
Accounts and other receivables 25 8,420,203 8,936,078
Debt instruments at fair value through other comprehensive income 26 69,338,028 70,798,037
Debt instruments at amortized cost 20 484,430 691,493
Financial assets held under resale agreements 21 34,512,822 48,497,394
Financial assets at fair value through profit or loss 27 246,635,380 268,163,690
Derivative financial assets 28 9,678,019 6,679,137
Other current assets 362,764 337,224
Deposits with exchanges and non-bank financial institutions 29 10,745,752 12,947,109
Clearing settlement funds 30 26,033,807 37,691,722
Cash and bank balances 31 92,863,958 110,022,616

Total current assets 577,544,713 648,938,513

Total assets 639,129,527 695,852,992

The notes on pages 122 to 207 form part of these financial statements.
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Condensed Consolidated Statement of Financial Position (Continued)
as at June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

As at As at

June 30, | December 31,
2024 2023
(Unaudlted) (Audited)

Current I|ab|I|t|es

Short-term borrowings 33 5,732,735 6,182,840
Short-term debt instruments 34 43,441,208 57,025,735
Placements from banks and other financial institutions 35 13,597,400 27,061,392
Accounts payables to brokerage clients 36 91,377,933 117,852,233
Accrued staff costs 37 5,950,021 5,525,512
Other payables and accrued charges 38 37,052,029 40,083,641
Current tax liabilities 80,249 50,830
Financial liabilities at fair value through profit or loss 39 56,005,301 43,145,361
Derivative financial liabilities 28 6,788,813 6,938,983
Financial assets sold under repurchase agreements 40 145,494,590 142,684,754
Lease liabilities 41 300,415 344,454
Contract liabilities 43,006 55,486
Provisions 678 677
Long-term borrowings due within one year 42 916,656 185,793
Bonds payables due within one year 48 40,888,575 47,126,528

Total current liabilities 447,669,609 494,264,219
Net current assets 129,875,104 154,674,294

Total assets less current liabilities 191,459,918 201,588,773

The notes on pages 122 to 207 form part of these financial statements.
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as at June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

P Condensed Consolidated Statement of Financial Position (Continued)

As at

As at
June 30, | December 31,
2024 2023

(Unaudited) (Audited)

Equity
Share capital 44 8,696,526 8,696,526
Other equity instruments 45 15,000,000 15,000,000
Capital reserves 40,362,974 40,362,974
Investment revaluation reserve of financial assets at fair value through

other comprehensive income 46 751,267 183,476
Translation reserve 359,189 321,141
General reserves 47 23,921,585 23,903,793
Retained profits 35,360,176 33,493,518

Equity attributable to shareholders of the Company
Non-controlling interests
Total equity

Non-current liabilities

124,451,717 121,961,428

77,772

75,505

124,529,489 122,036,933

Deferred tax liabilities 22 519,465 558,414
Financial liabilities at fair value through profit or loss 39 1,359,317 1,390,155
Deferred income 103,080 104,452
Lease liabilities 41 881,809 911,064
Long-term borrowings 43 1,199,935 1,721,818
Bonds payables 49 62,866,823 74,865,937

Total non-current liabilities

Total equity and non-current liabilities

66,930,429

79,551,840

191,459,918 201,588,773

Approved and authorized for issue by the board of directors on August 30, 2024 and are signed on its

behalf by:

HUO Da
Executive Director, Chairman

WU Zongmin
Executive Director, President

The notes on pages 122 to 207 form part of these financial statements.
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Equity attributable to shareholders of the Company

[nvestment
revaluation
reserve of
financial
assets at
fair value

Condensed Consolidated Statement of Changes In Equity
through other Non-
equity Capital | comprehensive | Translation |  General | Retained controlling

for the six months ended June 30, 2024
Share
capital | instruments | reserves income reserve | reserves profits interests

(Expressed in thousands of Renminbi, unless otherwise stated)
o I ) T

Other

At January 1, 2024 (Audited) 8,696,526 15,000,000 40,362,974 183,476 WMAK B3T3 BABH18 121,961,428 75,505 122,036,933
Profitfor the perod - - - - - - 4TH6% 474769 20601 4749962
Other comprehensive income fo the perod - - - 468,311 38,048 - - 506,359 - 506,359

Total comprehensive income for the period

468311 4747695 5,254,054 2061 525630

Approprition to generalreserves - - - - - 17792 (17,792) - - -
Distrbution to holders of other equity insruments

(note 50) - - - - - - M) W) - Wy
Dividends recognized as distrbution (note 50) - - - - - - 19152 (219155 - (219159
Transfer to retained profits for cumulative fai value

change of FVTOCI upon disposal (note 46) - - - 99,480 - - (99.480) - - -

Changes n other capitalreserves of associates and
joint ventures

At June 30, 2024 (Unaudited)

8,696,526 15000000 40,362,974 751,267 399189 BN  3BIA0NG 124450717 T 124529489

The notes on pages 122 to 207 form part of these financial statements.
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| Condensed Consolidated Statement of Changes In Equity (Continued)
| for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Equity attributable to shareholders of the Company

Investment
revaluation
reserve of
financial
assets at
fair value
Other through other Non-
Share equity Capital | comprehensive | Translation |  General | Retained controlling
capital | instruments |  reserves income reserve | - reserves profits interests
At January 1, 2023 (Audited) 86952 15000000 40346871 (180,630) 280% 078999 28779256 115,159,078 82,488 115,241,566
Effect of changes in accounting policy - - - - - - 15,517 15,517 - 15517
At January 1, 2023 (Restated) 8,696,526 40,346,811 (180,630) BROSK 22218999 28794713 115,174,595 82,488 115,257,083
Profit for the period - - - - - - L7691 476975 1617 4729592
Other comprehensive income for the perod - - - 24401 180,600 - - A0 SR 1V
Total comprehensive income for the period 234,601 180,600 476975 5,142,176 260 514479
Appropriation to general reserves - - - - - 18,569 (18569) - - -
Distrbution to holders of other equiy intruments - - - - - - M) (0 - )
Dividends recognized as disrbution - - - - - - (1608857 {1,608857) - (1.608857)

Transter to retaned proftsfor cumultiv fai vlue
change of FVTOCI upon disposal - - - (197) - - 197 - - -

Changes i other capitalreserves of associates and
joint ventures - - 20,100 - 2 =

20,100 > 20,100

At June 30, 2023 (Unaudited) 869,520 15000000 40,366,971 MB6% 2207568 31322219 118,155,774 85,105 118,240,879

The notes on pages 122 to 207 form part of these financial statements.

118  China Merchants Securities Co., Ltd. | 2024 Interim Report



Condensed Consolidated Statement of Cash Flows
for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Six months ended June 30,

(Unaudited) | (Unaudited)

Operating activities

Profit before income tax

4,968,280

5,210,202

Adjustments for:

Interest expenses 4,564,829 4,489,749
Share of results of associates and joint ventures (751,389) (769,709)
Depreciation and amortization 422,275 376,281
Impairment losses under expected credit loss model, net of reversal and

other impairment losses, net 37,692 147,068
Gains on disposal of property and equipment, other intangible assets

and other non-current assets, net (89) (829)
Foreign exchange (gains) losses, net (10,395) 169,675
Gains on disposal of interests in an associate - (1,066)
Net realized losses from derecognition of financial liabilities measured at

amortised cost - 338
Net realized gains from disposal of financial assets at fair value through

other comprehensive income (356,184) (28,620)
Dividend income and interest income on financial assets at fair value

through other comprehensive income and debt instrument at

amortized cost (1,430,094) (780,760)
Unrealized fair value changes in financial instruments at fair value

through profit or loss (1,303,853) (1,461,308)
Unrealized fair value changes in derivative financial instruments (2,847,457) (260,732)

Operating cash flows before movements in working capital

3,293,615

7,090,289

The notes on pages 122 to 207 form part of these financial statements.
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' Condensed Consolidated Statement of Cash Flows (Continued)
for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Six months ended June 30,

(Unaudited) | (Unaudited)

(continued)

Decrease (Increase) in advances to customers 5,080,612 (873,689)
Decrease (Increase) in other current assets 1,100,603 (1,118,127)
Decrease in financial assets held under resale agreements 14,135,794 12,111,966

Decrease (Increase) in financial instruments at fair value through profit

or loss, net 35,442,008  (30,166,356)
Decrease (Increase) in deposits with exchanges and non-bank financial

institutions 2,202,714 (702,125)
Decrease in pledged and restricted bank deposits 217,891 760,166
Decrease in clearing settlement funds 6,602,722 441,796
Decrease (Increase) in cash held on behalf of customers 20,039,741 (7,726,497)
(Decrease) Increase in accounts payables to brokerage clients (26,416,794) 7,274,096
Increase in accrued staff costs 423,441 405,899
(Decrease) Increase in other current liabilities (5,266,290) 9,500,020
Increase in financial assets sold under repurchase agreements 2,783,199 14,815,079
(Decrease) Increase in placements from banks and other financial institutions ~ (13,512,536) 2,222,115
Net cash from operations 46,126,720 14,034,632
Income taxes received (paid) 153,909 (261,837)
Interest paid (2,194,639) (2,081,846)

Net cash from operating activities 44,085,990 11,690,949

The notes on pages 122 to 207 form part of these financial statements.
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Condensed Consolidated Statement of Cash Flows (Continued)
for the six months ended June 30, 2024
(Expressed in thousands of Renminbi, unless otherwise stated)

Six months ended June 30,

(Unaudited) | (Unaudited)

(continued)

Investing activities

Dividends and interest received from investments 2,009,238 1,381,405
Purchases of property and equipment, other intangible assets and other

non-current assets (159,554) (150,008)
Proceeds from disposals of property and equipment, other intangible

assets and other non-current assets 272 221
Proceeds on disposal of interest in an associate - 3,466

Net purchase or proceeds from disposals or purchases of financial
instruments at fair value through other comprehensive income (12,710,507) 147,455

Net purchase or proceeds from purchases or disposals of debt
instruments at amortized cost 232,253 (57,755)

Net cash from (used in) investing activities (10,628,298) 1,324,784

Financing activities

Dividends paid to shareholders and other equity instruments holders (572,240) (572,240)
Interest payment of bonds and short-term debt instruments (2,794,814) (3,532,985)
Interest payment of borrowings (207,644) (152,912)
Interest payment of lease liabilities (17,759) (21,418)
Repayment of bonds and short-term debt instruments (89,206,209) (52,591,071)
Repayment of lease liabilities (170,049) (169,699)
Proceeds from bonds and short-term debt instruments 57,943,322 41,636,480
Net repayment of short-term borrowings (500,695) (5,161,074)
Proceeds from long-term borrowings 195,346 726,100

Net cash used in financing activities (35,330,742) (19,838,819)

Net decrease in cash and cash equivalents (1,873,050) (6,823,086)

Cash and cash equivalents at the beginning of the period 29,781,625 30,226,988
Effect of foreign exchange rate changes 57,835 352,951
Cash and cash equivalents at the end of the period 27,966,410 23,756,853

Net cash flows from operating activities including: interest received 4,675,565 4,572,549

The notes on pages 122 to 207 form part of these financial statements.
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(Expressed in thousands of Renminbi, unless otherwise stated)

China Merchants Securities Co., Ltd. (the “Company"”) was formerly established as a securities department
of China Merchants Bank Co., Ltd.. On August 1, 1993, with the approval of People’s Bank of China (Shenzhen
branch) and Shenzhen Administration for Industry and Commerce, the Company was duly established as the
Securities Department of China Merchants Bank Co., Ltd. (JBER{TREH1536). On August 26, 1994, the
Securities Department of China Merchants Bank Co., Ltd. was renamed as Shenzhen CMB Securities Company
CRIYIFBIRFEH D F)). On September 28, 1994, Shenzhen CMB Securities Company GEIIIFBIRE % A 7)) further
changed its name to CMB Securities Company (FBiR7& %2 7). On November 6, 1998, with the approval of
People’s Bank of China and China Securities Regulatory Commission, CMB Securities Company (HIREH A
Al) increased its paid-in capital and changed its name to Guotong Securities Limited Liability Company (B8
BHRAREERRA).

After the completion of registration with Shenzhen Administration for Industry and Commerce, Guotong
Securities Limited Liability Company (Elif 7 % AR & £ 2 7)) restructured and changed its name to Guotong
Securities Co., Ltd. (B:BEFHRD B R A7) on December 26, 2001 in accordance with The Approval to The
Resolution about Managing The State-owned Shares of Guotong Securities Co., Ltd. (BRBFEHFRNDBR R
A]) (Cai Qi [2001] No. 723) issued by the Ministry of Finance of the People’s Republic of China (“PRC"), The
Approval for Changing the Name of Guotong Securities Co., Ltd. (EliBEHFKR DB A7) (Zheng Jian Ji
Gou Zi [2001] No. 285) issued by the China Securities Regulatory Commission, and The Approval for Equity
Restructuring of Guotong Securities Co., Ltd. (BlifzE 25X BR A 7]) (Shen Fu Gu [2001] No. 49) issued by
the Municipal Government of Shenzhen. On June 28, 2002, Guotong Securities Co Ltd. (B3R 5D AR

A a)) was renamed as China Merchants Securities Co., Ltd. (HBEZFERHER A

On November 2, 2009, with the approval by China Securities Regulatory Commission ([2009] No. 1132),
the Company launched its initial public offering of 358,546,141 A shares. On November 17, 2009, the
Company started to be listed on the Shanghai Stock Exchange. The Company’s ultimate holding company is
China Merchants Group Limited (“CMG"). CMG is a PRC enterprise regulated and directly managed by the
State-Owned Assets Supervision and Administration Commission of the State Council. CMG is owned and
controlled by the PRC Government.

On October 7, 2016, with the approval by China Securities Regulatory Commission ([2016] No. 1735),
the Company issued RMB891,273,800 H Shares, which were listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Hong Kong Stock Exchange”).

On July 20, 2020 and August 20, 2020, with the approval by China Securities Regulatory Commission
([2019] No. 1946 and [2020] No. 723), the Company completed the rights issue of A Share and H Share by
issuing RMB1,702,997,123 A Shares and RMB294,120,354 H Shares, which were listed on the Shanghai Stock
Exchange and the Main Board of The Hong Kong Stock Exchanges, respectively.

As at June 30, 2024, the Company’s registered capital was RMB8,696,526,806 and the Company has a
total of 8,696,526,806 issued shares of RMB1 each.

122  China Merchants Securities Co., Ltd. | 2024 Interim Report



(Expressed in thousands of Renminbi, unless otherwise stated)

The address of the registered office and principal place of business of the Company is No.111, 1st Fuhua
Road, Futian District, Shenzhen, Guangdong, the PRC. The Company and its subsidiaries (collectively the
“Group”) are principally engaged in securities brokerage, securities financial advisory, financial advisory services
relating to securities trading and investment activities, securities underwriting and sponsorship, proprietary
trading, asset management, margin financing and securities lending, securities investment fund distribution,
agency sales of financial products, securities investment management, stock options market-making business,
listed securities market-making business, commodity futures brokerage, financial futures brokerage, futures
investment consulting and other business approved by China Securities Regulatory Commission (“CSRC").

The condensed consolidated financial statements are presented in Renminbi (“RMB"), which is the
same as functional currency of the Company. All condensed consolidated financial statements and notes to
the condensed consolidated financial statements are presented in RMB and has been rounded to the nearest
thousands, except when otherwise indicates.

The condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard (“IAS") 34 “Interim Financial Reporting” issued by the International Accounting Standards
Board as well as with the applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

The interim financial report has been prepared in accordance with the same accounting policies adopted in
the 2023 annual financial statements, except for the accounting policy changes that are expected to be reflected
in the 2024 annual financial statements. Details of any changes in accounting policies are set out in note 3.

Except as described below, the accounting policies applied in these interim financial statements are
the same as those applied in the Group’s consolidated financial statements as at and for the year ended 31
December 2023.

The Group has applied the following amendments to IFRSs issued by the International Accounting Standards
Board to this interim financial report for the current accounting period:

° Amendments to IAS 1, Presentation of financial statements: Classification of liabilities as current or
non-current (2020 amendments”)

. Amendments to IAS 1, Presentation of financial statements: Non-current liabilities with covenants
("2022 amendments”)
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(Expressed in thousands of Renminbi, unless otherwise stated)

. Amendments to IFRS 16, Leases: Lease liability in a sale and leaseback

. Amendments to IAS 7, Statement of cash flows and IFRS 7, Financial instruments: Disclosures —
Supplier finance arrangements

The Group has not applied any new standard or interpretation that is not yet effective for the current
accounting period. Impacts of the adoption of the amended IFRSs are discussed below:

Amendments to IAS 1, Presentation of financial statements (“2020 and 2022 amendments”, or
collectively the “IAS 1 amendments”)

The IAS 1 amendments impact the classification of a liability as current or non-current, and are applied
retrospectively as a package.

The 2020 amendments primarily clarify the classification of a liability that can be settled in its own equity
instruments. If the terms of a liability could, at the option of the counterparty, result in its settlement by
the transfer of the entity’s own equity instruments and that conversion option is accounted for as an equity
instrument, these terms do not affect the classification of the liability as current or non-current. Otherwise,
the transfer of equity instruments would constitute settlement of the liability and impact classification.

The 2022 amendments specify that conditions with which an entity must comply after the reporting
date do not affect the classification of a liability as current or non-current. However, the entity is required to
disclose information about non-current liabilities subject to such conditions in a full set of financial statements.

Upon the adoption of the amendments, the Group has reassessed the classification of its liabilities as
current or non-current and did not identify any reclassification to be made.

Amendments to IFRS 16, Leases: Lease liability in a sale and leaseback

The amendments clarify how an entity accounts for a sale and leaseback after the date of the transaction.
The amendments require the seller-lessee to apply the general requirements for subsequent accounting of the
lease liability in such a way that it does not recognise any gain or loss relating to the right-of-use it retains. A
seller-lessee is required to apply the amendments retrospectively to sale and leaseback transactions entered
into after the date of initial application. The amendments do not have a material impact on these financial
statements as the Group has not entered into any sale and leaseback transactions.
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3 CHANGE IN ACCOUNTING POLICY (continued)

Amendments to IAS 7, Statement of cash flows and IFRS 7, Financial instruments: Disclosures- Supplier
finance arrangements

The amendments introduce new disclosure requirements to enhance transparency of supplier finance
arrangements and their effects on an entity’s liabilities, cash flows and exposure to liquidity risk. Since those
disclosures are not required for any interim period presented within the annual reporting period in which the
amendments are initially applied, the Group has not made additional disclosures in this interim financial report.

4 FEE AND COMMISSION INCOME

Six months ended June 30,

(Unaudited) | (Unaudited)

Securities and futures brokerage business 3,493,282 4,013,331
Asset management and fund management business 346,575 373,300
Underwriting and sponsorship business 259,329 432,704
Financial advisory business 47,541 65,425
Investment advisory business 22,011 22,225
Other business 284,268 362,109

Total 4,453,006 5,269,094

5 INTEREST INCOME

Six months ended June 30,

(Unaudited) | (Unaudited)

Advances to customers and securities lending 2,258,352 2,647,333
Exchanges and financial institutions balances,

deposits and clearing settlement funds 1,377,266 1,473,149
Debt instruments at fair value through other

comprehensive income (“FVTOCI") 887,877 738,928
Financial assets held under securities back-lending resale

agreements 370,755 359,812
Other financial assets held under resale agreements 115,951 192,180
Debt instruments at amortized cost 21,661 11,975
Total 5,031,862 5,423,377
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6 INVESTMENT GAINS OR LOSSES, NET

Six months ended June 30,

(Unaudited) | (Unaudited)

Dividend and interest income from financial assets at FVTPL 2,877,628 2,904,923
Net gains (losses) from financial assets at FVTPL (1,180,706) 2,873,922
Dividend from financial assets at FVTOCI 520,554 29,857
Net gains from disposals of debt instruments measured at FVTOCI 356,184 28,620
Net gains on disposal of interests in an associate - 1,066
Net losses on derecognition of debt instruments at amortized cost - (338)
Net (losses) gains from derivative financial instruments 3,825,500 (734,601)
Net losses from financial liabilities at FVTPL (1,646,028) (1,185,261)

Total 4,753,132 3,918,188

7 OTHER INCOME AND GAINS OR LOSSES, NET

Six months ended June 30,

(Unaudited) | (Unaudited)

Refund from tax withholding and remittance 44,996 58,949
Foreign exchange gains (losses), net 17,970 (14,966)
Rental income 9,396 7,275
Government grants 883 30,673
Income from commodity trading - 860,637
Others 51,149 100,324
Total 124,394 1,042,892
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DEPRECIATION AND AMORTIZATION

Six months ended June 30,

(Unaudited) | (Unaudited)

Depreciation of right-of-use assets 176,704 176,503
Depreciation of property and equipment 115,526 100,072
Amortization of other non-current assets 88,004 93,435
Amortization of other intangible assets 42,041 6,271
Total 422,275 376,281

STAFF COSTS

Six months ended June 30,

(Unaudited) | (Unaudited)

Salaries, bonus and allowances 2,526,032 2,530,443
Contributions to retirement benefits 306,677 364,569
Other social welfare 209,570 258,711
Others 71,410 72,174
Total 3,113,689 3,225,897

- 2024 Interim Report | China Merchants Securities Co., Ltd. 127

- ":i-‘:l {J,

If



' Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

10 FEE AND COMMISSION EXPENSES

Six months ended June 30,

(Unaudited) | (Unaudited)

Securities and futures brokerage business 916,144 1,080,449
Underwriting and sponsorship business 14,569 44,590
Financial advisory business 7,709 6,800
Asset management and fund management business 6,289 1,383
Investment advisory business 407 4,541

Total 945,118 1,137,763

11 INTEREST EXPENSES

Six months ended June 30,

(Unaudited) | (Unaudited)

Bonds payables 1,663,289 2,141,495
Financial assets sold under repurchase agreements 1,443,241 1,188,457
Short-term debt instruments 550,397 202,692
Placements from banks and other financial institutions 381,028 405,293
Accounts payables to brokerage clients 301,772 348,145
Borrowings 205,506 164,275
Lease liabilities 17,759 21,418
Others 1,837 17,974
Total 4,564,829 4,489,749
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12 OTHER OPERATING EXPENSES

Six months ended June 30,

(Unaudited) | (Unaudited)

Electronic equipment operation expenses 248,583 200,417
Clearing fee 132,112 116,223
Business promotion expenses 125,707 107,575
Member fees of stock exchange 123,619 134,967
Postal and communications expenses 88,332 98,171
Business travel expenses 54,575 55,750
Rental and property management expenses 42,793 41,413
Securities and futures investor protection funds 41,626 39,416
General and administrative expenses 40,744 23,254
Cost of commodity trading - 860,767
Others 114,183 105,029

Total 1,012,274 1,782,982

IMPAIRMENT LOSSES UNDER EXPECTED CREDIT LOSS MODEL, NET OF REVERSAL

Six months ended June 30,
(Unaudited) | (Unaudited)

Impairment loss on financial assets held under resale agreements

(note 21) 16,023 150,508
Impairment loss on debt instruments at amortized cost (note 20) 103 6,050
(Reversal of) Impairment loss on accounts and other receivables (1,258) 53
Impairment loss (Reversal of) on advances to customers (note 24) 18,293 (9,068)

Impairment loss (Reversal of) on debt instruments at FVTOCI
(note 26) 4,531 (475)

Total 37,692 147,068
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(Expressed in thousands of Renminbi, unless otherwise stated)

14 INCOME TAX EXPENSES

Six months ended June 30,

(Unaudited) | (Unaudited)

Current tax:

— PRC Enterprise Income Tax 127,193 264,494

— Hong Kong Profits Tax 541 167

Subtotal 127,734 264,661

Under (over) provision in respect of prior periods:

— PRC Enterprise Income Tax 9,626 22,574
— Hong Kong Profits Tax (2,403) -
Subtotal 7,223 22,574

Deferred taxation:

— Origination and reversal of temporary differences (note 22) 83,361 193,375
Total 218,318 480,610

The Group is subject to the global minimum top-up tax under The Pillar Two Model Rules (also referred to
as Global Anti-Base Erosion, GloBE) published by the Organisation for Economic Co-operation and Development.
The Group has assessed the current implication arising from Pillar Two income taxes and the exposure to future
Pillar Two income taxes, and determined it is not material.
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15 EARNINGS PER SHARE ATTRIBUTABLE TO SHAREHOLDERS OF THE COMPANY

The calculation of basic earnings per share attributable to shareholders of the Company is as follows:

Six months ended June 30,
(Unaudited) | (Unaudited)

Earnings for the purpose of basic earnings per share:

Profit attributable to shareholders of the Company 4,747,695 4,726,975

Less: Profit attributable to holders of perpetual subordinated bonds (285,336) (283,768)

4,462,359 4,443,207

Number of shares:

Weighted average number of ordinary shares 8,696,526 8,696,526

Earnings per share:

Earnings per share (in RMB yuan)

Note: For the six months ended June 30, 2024 and 2023, there were no dilutive shares. Therefore, diluted
earning per share is not presented.
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16 PROPERTY AND EQUIPMENT

Electronic and

Leasehold land communication Office [ Construction
and buildings | Motor vehicles equipment equipment in progress

Unaudited
Cost
As at January 1, 2024 1,242,144 65,982 1,301,155 64,603 32,876 2,706,760
Additions - 9 38,418 622 11,205 50,254
Other Transfer - - - 97,915 - 97,915
Disposals - (2,442) (287) (137) - (2,866)
Transfer - - - - (6,371) (6,371)
Exchange differences - 9 340 198 131 678
As at June 30, 2024 1,242,144 63,558 1,339,626 163,201 37,841 2,846,370
Accumulated depreciation and

impairment
As at January 1, 2024 370,569 50,030 690,373 56,197 - 1,167,169
Charge for the period 15,578 1,878 95,568 2,502 - 115,526
Disposals - (2,321) (273) (122) - (2,716)
Exchange differences - 9 226 190 - 425
As at June 30, 2024 386,147 49,596 785,894 58,767 - 1,280,404
Carrying values
As at June 30, 2024 855,997 553,732 104,434 1,565,966
Audited
Cost
As at January 1, 2023 1,277,180 60,688 1,154,429 66,373 32,650 2,591,320
Additions 165 9,729 217,712 1,275 77,455 306,336
Disposals (35,201) (4,453) (71,750) (3,523) - (114,927)
Transfer to other non-current

assets - - - - (77,474) (77,474)
Exchange differences - 18 764 478 245 1,505
As at December 31, 2023 1,242,144 65,982 1,301,155 64,603 32,876 2,706,760
Accumulated depreciation and

impairment
As at January 1, 2023 342,923 51,527 598,716 49111 - 1,042,277
Charge for the year 31,856 2,716 159,542 10,078 - 204,192
Disposals (4,210) (4,231) (68,436) (3,408) - (80,285)
Exchange differences - 18 551 416 - 985
As at December 31, 2023 370,569 50,030 690,373 56,197 - 1,167,169
Carrying values

As at December 31, 2023

871,575

610,782
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17 RIGHT-OF-USE ASSETS

Land and Leasehold
buildings land Total

Unaudited

Cost

As at January 1, 2024 2,889,058 411,766 3,300,824
Additions 99,576 - 99,576
Disposals (43,014) - (43,014)
Exchange differences 1,057 - 1,057
As at June 30, 2024 2,946,677 411,766 3,358,443

Accumulated depreciation

As at January 1, 2024 1,701,983 53,103 1,755,086
Charge for the period 171,481 5,223 176,704
Disposals (42,378) - (42,378)
Exchange differences 1,020 - 1,020

As at June 30, 2024 1,832,106 58,326 1,890,432

Carrying values

As at June 30, 2024 1,114,571 353,440 1,468,011
Audited

Cost

As at January 1, 2023 2,653,881 432,600 3,086,481
Additions 369,455 - 369,455
Disposals (137,538) (20,834) (158,372)
Exchange differences 3,260 - 3,260
As at December 31, 2023 2,889,058 411,766 3,300,824

Accumulated depreciation

As at January 1, 2023 1,485,020 44,815 1,529,835
Charge for the year 339,449 10,843 350,292
Disposals (124,434) (2,555) (126,989)
Exchange differences 1,948 - 1,948

As at December 31, 2023 1,701,983 53,103 1,755,086

Carrying values

As at December 31, 2023 1,187,075 358,663 1,545,738
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INTERESTS IN ASSOCIATES AND JOINT VENTURES

June 30, [December 31,

(Unaudited) (Audited)

Cost of unlisted investments in associates and joint ventures 4,576,535 4,576,535

Share of post-acquisition profits and other comprehensive income,
net of dividends received 8,041,775 7,844,155

Subtotal 12,618,310 12,420,690
Less: Impairment loss (669,150) (669,150)
Total 11,949,160 11,751,540

The following list contains only the particulars of material associates using the equity method in the

condensed consolidated financial statements:

Equity interest held
by the Group

Place of As at
incorporation/ December
Name of associate establishment 31, 2023 | Principal Activities
Bosera Asset Management Co., Ltd. PRC 49% 49%  Fund management
China Merchants Fund Management PRC 45% 45%  Fund management
Limited
Guangdong Equity Exchange Center PRC 12% 12%  Transaction
Co., Ltd. " settlement services
Twenty-first Century Technology PRC 23% 23% Investment

Investment Co., Ltd. * @

* English name translation is for identification purpose only.

(i)  Guangdong Equity Exchange Center Co., Ltd. was recognized as an associate as the Group has rights to
participate in its financial and operational decision making.

(i)  This associate has been undergoing liquidation, and impairment losses have been fully recognized and
written off.

134 China Merchants Securities Co., Ltd. | 2024 Interim Report



Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

19 EQUITY INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

June 30, [December 31,

(Unaudited) (Audited)

Equity investments (i) 4,704,315 1,619,778

Others (ii) 28,122,221 16,077,659

Total 32,826,536 17,697,437

(i)  The equity investments mainly refers to stocks held by the Group for strategic investment and securities
lending. The Group does not hold such investments for trading purposes. In this case, they are classified
as financial assets designated as at fair value through other comprehensive income. A loss after tax arising
from such termination amounting to RMB79,748 thousand was reclassified from other comprehensive
income to retained earnings.

(i) Most of the investment represents perpetual bonds and the Group does not hold such perpetual bonds
for the purpose of selling them in the near future. In this case, they are classified as financial assets
designated as at fair value through other comprehensive income. A loss after tax arising from such
termination amounting to RMB19,732 thousand was reclassified from other comprehensive income to
retained earnings.

20 DEBT INSTRUMENTS AT AMORTIZED COST

(1) Analyzed by nature

June 30, [December 31,

(Unaudited) (Audited)

Current

Bonds 484,853 691,810
Less: Expected credit losses (423) (317)
Total 484,430 691,493
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20 DEBT INSTRUMENTS AT AMORTIZED COST (continued)

(2) Movements of expected credit losses are as follows

June 30, |December 31,

(Unaudited) (Audited)

At the beginning of the period/year 317 83,613

Expected credit losses recognized 103 5,322
Write-off of expected credit losses - (89,976)

Exchange differences 3 1,358

At the end of the period/year 317
S

(stage 1) (stage 2) (stage 3) Total

Principal and interest 484,853 484,853

Expected credit losses 423 - - 423
S

(stage 1) (stage 2) (stage 3) Total

Principal and interest 691,810 691,810
Expected credit losses 317 - - 317

For the year ended June 30, 2024, there was no transfer between the stages of expected credit losses.
(2023: there was no transfer between the stages of expected credit losses)
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21 FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS

(1) Analyzed by collateral type and market of financial assets held under resale agreements

June 30, |December 31,

(Unaudited) (Audited)

Non-current

Analyzed by collateral type:

Listed equity investments @ 1,116,200 1,280,000

Analyzed by market:

Stock exchanges 1,116,200 1,280,000

Less: Expected credit losses (871) (1,200)
1,115,329 1,278,800

Current

Analyzed by collateral type:

Listed equity investments ® 16,032,250 17,428,911
Bonds 19,498,735 32,070,294
Subtotal 35,530,985 49,499,205

Analyzed by market:

Stock exchanges 16,445,378 22,243,924

Interbank bond market 19,085,607 27,255,281
Subtotal 35,530,985 49,499,205
Less: Expected credit losses (1,018,163) (1,001,811)

34,512,822 48,497,394

(i)  Financial assets (pledged by stocks) held under resale agreements and securities back-lending are resale
agreements entered into by the Group with qualified investors with a commitment to purchasing the
specified securities at a future date with an agreed price.

As at June 30, 2024, the Group received collateral amounted to RMB63,710 million (2023: RMB84,833
million) in connection with its reverse resale agreements and securities back-lending.
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21 FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS (continued)

(2) Movements of allowances for expected credit losses are as follows

June 30, |December 31,

(Unaudited) (Audited)

At the beginning of the period/year 1,003,011 886,142

Expected credit losses recognized 16,023 116,869
At the end of the period/year 1,019,034 1,003,011

Details of expected credit losses and the fair value of the collateral of the repurchase agreements related
to stocks are as follows:

As at June 30, 2024 (Unaudited)
12 months Life time Life time
(stage 1) (stage 2) (stage 3) Total

Principal and interest 16,172,594 975,856 17,148,450
Expected credit losses 43,178 - 975,856 1,019,034
Collateral 40,621,259 - - 40,621,259
e

(stage 1) (stage 2) (stage 3) Total
Principal and interest 17,732,593 976,318 18,708,911
Expected credit losses 26,693 - 976,318 1,003,011
Collateral 47,239,200 - - 47,239,200
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22 DEFERRED TAX ASSETS (LIABILITIES)

The following is an analysis of the deferred tax balances for financial reporting purposes:

June 30, |[December 31,

(Unaudited) (Audited)

Deferred tax assets 1,291,090 1,583,773

Deferred tax liabilities (519,465) (558,414)

The following are the major deferred tax assets (liabilities) recognized and movements thereon in the
period/year:

Financial Financial
instruments instruments
at fair value at fair value
through profit through other
and loss/ | Accrued staff Deferred | Impairment [comprehensive | Property and
derivatives costs income | allowances income |  equipment
At January 1, 2023 (517,620) 1,441,418 8231 13317 64,299 (1,953) 107,731 1,365,429
Credt(charge) to profit or loss (279,852) (299,360) (2,124) 3,115 - (1,686) 300,681 (227,026)
Charge to other comprehensive income - - - - (113,099 - - (113,09)
Bxchange differences - - - - 9 - (137) 5
At December 31, 2023 (197.212) 1,142,058 (48,008) (3.639) 427,675 1,025,359
At January 1, 2024 (197.212) 1,142,058 (48,008) 427,675 1,025,359
Credit(charge) to profit or loss (1,028.924) 15,764 (380) 10,226 - Iy 919,529 83,361)
Credit to other comprehensive income - - - - (169,220) - - (169,220)
Exchange differences - - - - - - (1,153) (1,153)

At June 30, 2024 (Unaudited) (1,826,19) 1,157,822 268,658 (217.228) (3,215) 1,346,051 111,625
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23 OTHER NON-CURRENT ASSETS

June 30, [December 31,

(Unaudited) (Audited)

Leasehold improvements and deferred expenses 287,533 455,418
Others 130,168 133,772
Less: Allowances for impairment (1,027) -

Total 416,674 589,190

24 ADVANCES TO CUSTOMERS

(1) Analyzed by nature

June 30, [December 31,

(Unaudited) (Audited)

Advances to customers 78,527,734 83,955,719

Less: Expected credit losses (308,239) (289,699)

Total 78,219,495 83,666,020

Credit facility limits granted to margin clients are determined by the discounted market value of collateral
securities accepted by the Group.

The majority of the advances to customers which are secured by the underlying pledged securities and
cash collateral are interest-bearing. The Group maintains a list of approved stocks for margin lending with
respective loan-to-collateral ratios. Any excess in the ratio will trigger a margin call upon which the customers
have to make up the balance.
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24 ADVANCES TO CUSTOMERS (continued)

(2) Analyzed by fair value of collateral of margin financing and securities lending business

June 30, |December 31,

(Unaudited) (Audited)

Collateral measured at fair value:

Equity securities 176,074,561 204,815,594
Funds 6,700,060 10,263,783
Cash 4,040,655 4,258,484
Bonds 392,789 751,995

Total 187,208,065 220,089,856

(3) Movements of expected credit losses are as follows

June 30, [December 31,

(Unaudited) (Audited)

At the beginning of the period/year 289,699 244,731
Expected credit losses recognized 18,293 43,227
Exchange differences 247 1,741
At the end of the period/year 308,239 289,699

(stage 1) (stage 2) (QELEE)) Total
Principal and interest 78,147,928 22,212 357,594 78,527,734
Expected credit losses 131,721 986 175,532 308,239

As at December 31, 2023 (Audited)

12 months Life time Life time
(stage 1) (stage 2) (QELEE)) Total

Principal and interest 83,345,114 3,816 606,789 83,955,719

Expected credit losses 113,663 1 176,035 289,699 ;
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25 ACCOUNTS AND OTHER RECEIVABLES

(1) Analyzed by nature

Accounts and other receivables from/related to:

P Notes to the Unaudited Interim Financial Report (Continued)

June 30, |December 31,

(Unaudited) (Audited)

Clearing houses, brokers and dealers 4,090,370 3,924,633
Deposits of OTC derivative business 3,616,073 4,262,186
Fee and commission income 619,621 647,167
Other receivables 15,264 33,197
Dividends receivable 58,274 45,495
Others 99,259 104,303
Subtotal 8,498,861 9,016,981
Less: Expected credit losses of accounts and other receivables (78,658) (80,903)
Total 8,420,203 8,936,078

(2) Analyzed by ageing

As at the end of the period/year, the ageing analysis based on transaction dates of accounts and other

As at June 30, 2024
(Unaudited)

receivables, is as follows:

As at December 31, 2023
(Audited)

Expected Expected
credit losses Amount | credit losses

Within 1 year 7,942,767 (147) 8,705,634 (130)
Between 1 and 2 years 317,698 (808) 110,570 (910)
Between 2 and 3 years 94,025 (1,192) 118,362 (32,127)
Over 3 years 144,371 (76,511) 82,415 (47,736)

8,498,861 (78,658)
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26 DEBT INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

(1) Analyzed by type

June 30, [December 31,

(Unaudited) (Audited)

Current

Government bonds 38,638,297 44,048,095
Bonds issued by policy banks 272,729 1,705,488
Bonds issued by commercial banks and other financial institutions 9,321,875 7,282,545
Others 21,105,127 17,761,909
Total 69,338,028 70,798,037
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26 DEBT INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME (continued)

(2) Movements of allowances for expected credit losses are as follows

June 30, |[December 31,

(Unaudited) (Audited)

At the beginning of the period/year 8,967 7,592
Expected credit losses 4,531 1,346
Exchange differences 10 29
At the end of the period/year 13,508 8,967

(stage 1) (stage 2) (QELEE)) Total
Principal and interest 69,338,028 - - 69,338,028
Expected credit losses 13,508 - - 13,508

EE

(stage 1) (stage 2) (QELEE)) Total
Principal and interest 70,798,037 - - 70,798,037
Expected credit losses 8,967 - - 8,967

During the six months ended June 30, 2024 and the year ended December 31, 2023, there was no material
transfer between the stages of expected credit losses.
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27 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

June 30, [December 31,

(Unaudited) (Audited)

Current

Debt securities 176,748,935 175,064,428
Funds 38,416,696 41,662,742
Equity investments ® 22,270,721 37,165,357
Others ® 9,199,028 14,271,163
Subtotal 246,635,380 268,163,690

Non-current

Equity investments © 3,633,193 3,609,600
Others ® 6,915,326 6,964,427
Subtotal 10,548,519 10,574,027

(i) Equity investments comprise of unlisted equity investments.

(i) Others mainly represent investments in collective asset management schemes, wealth management
products, trusts and investments in limited partnerships.

Fair value of the Group’s financial assets at fair value through profit or loss are determined as described
in note 56.

As at June 30, 2024, debt securities of RMB2,290,327 thousand (December 31, 2023:RMB626,571
thousand), RMB18,272,870 thousand (December 31, 2023: RMB24,014,293 thousand) and RMB112,094,155
thousand (December 31, 2023: RMB107,681,676 thousand) classified as FVTPL were pledged as collateral for
certain derivative transactions and securities borrowing and financial assets sold under repurchase agreements,
respectively.
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28 DERIVATIVE FINANCIAL INSTRUMENTS

As at June 30, 2024 As at December 31, 2023
Non-hedging instruments Non-hedging instruments

Principal Principal

amounts Assets Liabilities amounts Liabilities
Interest derivative instrument 738,424,252 48,458 12,751 871,230,093 19,919 34323
Equity derivative instrument 127,749,742 8,846,588 6,167,244 277,906,904 5,797,429 5,930,485
Currency derivative instrument 22,493 469 36,862 89,023 33,931,541 55,060 20,547
Credit derivative instrument 600,000 - 50 851,245 1,55 4,847
Other derivative instrument 91,628,580 746,111 519,745 142,707,537 805,173 948,781

980,896,043 9,678,019 6,788,813  1,326,627,320 6,679,137 6,938,983

Under a daily mark-to-market and settlement arrangement, any gains or losses of the Group’s position
in the PRC futures contracts, interest rate swap contracts and bond forward contracts traded in the National
Interbank Funding Center and foreign exchange contracts traded in the China Foreign Exchange Trade System
are settled daily and the corresponding receipts and payments are included in “clearing settlement funds”.
Accordingly, these contracts are presented after netting of their settlements at the end of the reporting period.

29 DEPOSITS WITH EXCHANGES AND NON-BANK FINANCIAL INSTITUTIONS

June 30, [December 31,

(Unaudited) (Audited)

Deposits with stock exchanges and clearing houses:

Shanghai Clearing House 1,074,084 986,073
China Securities Depository and Clearing Corporation Limited 404,454 381,650
Hong Kong Exchanges and Clearing Limited 109,306 170,882

Deposits with futures and commodity exchanges and
financial institutions:

China Financial Futures Exchange 4,571,634 5,733,229
Shanghai Futures Exchange 1,232,023 983,442
Dalian Commodity Exchange 824,941 1,430,841
Others 2,529,310 3,260,992
Total 10,745,752 12,947,109
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30 CLEARING SETTLEMENT FUNDS

June 30, [December 31,

(Unaudited) (Audited)

Clearing settlement funds held with clearing houses for:

House accounts

12,050,913 17,107,892

Clients

Total

13,982,894 20,583,830
26,033,807 37,691,722

31 CASH AND BANK BALANCES

June 30, |[December 31,

(Unaudited) (Audited)

Bank balances — house accounts 16,869,483 14,116,931

House accounts

15,947,051 12,976,608

Pledged and restricted bank deposits

— Restricted bank deposit for purchase of bond, stock and
as risk reserve and credit (note 32) 922,432 1,140,323

Cash held on behalf of customers 75,994,475 95,905,685

Total

92,863,958 110,022,616
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P Notes to the Unaudited Interim Financial Report (Continued)

(Expressed in thousands of Renminbi, unless otherwise stated)

32 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise the followings:

June 30, |[December 31,

(Unaudited) (Audited)

Bank balances — house accounts 16,837,939 13,814,513
Clearing settlement funds — house accounts 12,050,903 17,107,435
Less: Pledged and restricted bank deposits (note 31) (922,432) (1,140,323)

Total 27,966,410 29,781,625

33 SHORT-TERM BORROWINGS

June 30, [December 31,

(Unaudited) (Audited)

Current
Unsecured bank borrowings® 5,724,758 6,171,961
Interests accrued 7,977 10,879

5,732,735 6,182,840

(i)  AsatJune 30, 2024, the floating interest rates of Group's short-term unsecured bank borrowings ranged
from 2.13% t0 6.26% (December 31, 2023: 1.68% t0 6.91%) per annum and the fixed interest rates of
Group's short-term unsecured bank borrowings ranged from 5.73% to 5.88% (December 31, 2023: Nil)
per annum.
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34 SHORT-TERM DEBT INSTRUMENTS

Coupon rate
as at
June 30,

2024

As at
January 1,
2024

Redemption/
Exchange
difference

As at

June 30,

2024

Short-term bond payables 1.93% - 2.68% 35,400,000 39,900,000 40,100,000 35,200,000
Principals of income 1.79% - 5.16%/

certificates Floated rates 21,389,959 7,790,327 21,134,318 8,045,968
Interest accrued 235,776 529,439 569,975 195,240

Coupon rate
as at
December 31,
2023

57,025,735 48,219,766

As at
January 1, Issuance/
2023 | Other Transfer

61,804,293

Redemption/
Exchange
difference

43,

441,208

As at

December 31,

2023

Short-term bond payables 2.07% - 2.68% - 51,900,000 16,500,000 35,400,000
Short-term financing bills

payables 1.82% - 2.00% 24,000,000 - 24,000,000 -
Principals of income 0.05% - 7.95%/

certificates Floated rates 991,631 35,986,072 15,587,744 21,389,959
Interest accrued 156,368 562,280 482,872 235,776

25,147,999

88,448,352

56,570,616

57,

025,735
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35 PLACEMENTS FROM BANKS AND OTHER FINANCIAL INSTITUTIONS

June 30, [December 31,

(Unaudited) (Audited)

Placement from banks @ 7,824,710 14,052,051
Placement from other financial institutions @ - 6,020,000
Gold leasing (i 5,684,720 6,948,132
Interest accrued 87,970 41,209
Total 13,597,400 27,061,392

(i)  AsatJune 30, 2024, the interest rates due to banks ranged from 1.80% to 5.90% (December 31, 2023:
1.85% to 6.00%) per annum.

(i) AsatJune 30, 2024, the Group had no placement from other financial institutions (December 31, 2023:
2.12% to 3.10%) per annum.

(iii)  As at June 30, 2024, the interest rates due to gold leasing business on lease and swaps was 2.60% to
2.80% (December 31, 2023: 2.60% to 2.80%) per annum.

36 ACCOUNTS PAYABLES TO BROKERAGE CLIENTS

June 30, [December 31,

(Unaudited) (Audited)

Clients’ deposits for margin financing and securities lending 7,843,944 7,235,279
Clients’ deposits for other brokerage business 83,533,989 110,616,954
Total 91,377,933 117,852,233

Accounts payables to brokerage clients represent money received from and repayable to brokerage clients,
which are mainly held at banks and at clearing houses by the Group. Accounts payables to brokerage clients
are interest-bearing at the prevailing interest rate.

The majority of the accounts payable balances are repayables on demand except for certain accounts
payables to brokerage clients represent money received from clients for their margin financing activities under
normal course of business, such as margin financing and securities lending. Only the excessive amounts over
the required margin deposits and cash collateral stipulated are repayable on demand.

The directors of the Company are of the opinion that an ageing analysis does not give additional value
in view of the nature of these businesses. As a result, no ageing analysis is disclosed.
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37 ACCRUED STAFF COSTS

June 30, [December 31,

(Unaudited) (Audited)

Current
Salaries, bonus and allowances 5,892,382 5,422,156
Short-term social welfare 43 52,054
Defined contribution plans 936 942
Others 56,660 50,360
Total 5,950,021 5,525,512

38 OTHER PAYABLES AND ACCRUED CHARGES

June 30, [December 31,

(Unaudited) (Audited)

Deposits of equity return swaps @ 24,845,792 29,133,690
Settlement payables to brokers and clearing houses 8,312,505 8,623,960
Dividends payables to holders of ordinary shares and

other equity instruments 2,763,765 572,240
Other tax payables 353,045 377,132
Futures risk reserve 174,232 164,363
Commission and handling fee payables 124,688 126,497
Notes payables - 612,400
Others 478,002 473,359
Total 37,052,029 40,083,641

(i)  AsatJune 30, 2024 and December 31, 2023, the balance mainly represents deposits received from investors
on equity return swaps and over-the-counter options which is refundable according to the contract terms
upon the expiry date. The deposit will be mature within one year from the end of the reporting period.
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39 FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

June 30, [December 31,

(Unaudited) (Audited)

Non-current

Financial liabilities designated at fair value through
profit or loss

— Structured entities @ 1,359,317 1,390,155

Current

Financial liabilities held for trading

— Equity securities 1,579,665 1,798,215
— Debt securities 52,493,293 39,184,029
— Structured notes 1,423,092 1,641,628
— Others 384,214 380,722
Subtotal 55,880,264 43,004,594

Financial liabilities designated at fair value through
profit or loss

— Structured entities @ 125,037 140,767
Current total 56,005,301 43,145,361
Total 57,364,618 44,535,516

(i) In these condensed consolidated financial statements, financial liabilities arising from consolidated
structured entities are designated at fair value through profit or loss by the Group, as the Group has the
obligation to pay other investors based on net book values and related terms upon maturity dates of the
structured entities.
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40 FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

June 30, [December 31,

(Unaudited) (Audited)

Current

Analyzed by collateral type:

Bonds 145,494,590 142,684,754
Gold - -
Subtotal 145,494,590 142,684,754

Analyzed by market:

Stock exchanges 31,151,078 49,152,601
Interbank bond market 109,267,558 90,271,478
Over-the-counter 5,075,954 3,260,675

Subtotal 145,494,590 142,684,754

41 LEASE LIABILITIES

June 30, |[December 31,

(Unaudited) (Audited)

Within 1 year 300,415 344,454
Within a period of more than 1 year but not more than 2 years 244,728 257,994
Within a period of more than 2 years but not more than 5 years 405,579 416,370
Within a period of more than 5 years 231,502 236,700
Subtotal 1,182,224 1,255,518

Less: Amount due for settlement within 12 months shown under
current liabilities (300,415) (344,454)

Amount due for settlement after 12 months shown under
non-current liabilities 881,809 911,064
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42 LONG-TERM BORROWINGS DUE WITHIN ONE YEAR

June 30, [December 31,

(Unaudited) (Audited)

Unsecured bank borrowings 912,680 181,244

Interest accrued 3,976 4,549

Total 916,656 185,793

As at June 30, 2024, the Group’s long-term borrowings due within one year bore interest rates ranging
from 5.578% to 5.854% (December 31, 2023: 6.571%) per annum.

43 LONG-TERM BORROWINGS

June 30, [December 31,

(Unaudited) (Audited)

Unsecured bank borrowings 1,199,935 1,721,818

As at June 30, 2024, the Group’s long-term borrowings bore floating interest rates ranging from 5.810%
t0 6.443% (December 31, 2023: 6.468% to 6.883%) per annum.

44 SHARE CAPITAL

All shares issued by the Company are fully paid common shares. The par value per share is RMB1. The
Company’s number of shares issued and their nominal value are as follows:

June 30, [December 31,

(ULEDT RGEL)) (Audited)

Registered, issued and fully paid ordinary shares of
RMB1 each:

At the beginning and at the end of the period/year

— Domestic shares 7,422,006 7,422,006
— Foreign invested shares 1,274,520 1,274,520
Total 8,696,526 8,696,526
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45 OTHER EQUITY INSTRUMENTS

June 30, [December 31,

(Unaudited) (Audited)

Perpetual subordinated bonds 15,000,000 15,000,000

The 2019 Annual General Meeting of Shareholders convened by the Company on 19 May 2020 passed
the Proposal on the General Authorization of the Company’s Debt Financing Instruments, and approved the
Bond Issuance Plan and related matters at the 35th General Meeting of Presidents’ Office held on October 25,
2021 within the scope of the authorization of the General Meeting of Shareholders and the Board of Directors.

On 26 January 2022, the China Securities Regulatory Commission issued the Approval of China Merchants
Securities Co., Ltd. to Publicly Issue Perpetual Subordinated Corporate Bonds Registration to Professional
Investors (CSRC Permit [2022] No. 222), agreeing to the Company’s application for publicly issuing perpetual
subordinate corporate bonds with a total face value of not more than RMB15 billion to professional investors.

On March 24, April 19, April 26 and June 8, 2022, the Company completed the issuance of the first tranche
of 2022 RMB4,300,000,000, the second tranche of RMB4,700,000,000, the third tranche of RMB4,000,000,000
and the fourth tranche of RMB2,000,000,000, respectively, with a cumulative issuance amount of RMB15
billion. And the interest rates of above perpetual subordinated bonds ranged from 3.72%-3.95%.

The Company shall have the right of redemption attached to the above bonds, and on the 5th and
subsequent coupon payment days of the above bonds, the Company shall be entitled to redeem the above
bonds at par value plus interest payable; the Company also has the option to defer interest payments, except
in the event of mandatory interest payments, so that at each interest payment date, the Company may choose
to defer the interest payment to the next payment date for the current year as well as all interest and accreted
interest already deferred, without being subject to any limitation with respect to the number of deferrals. Of
which, mandatory interest payment events are limited to dividend distributions to ordinary shareholders of the
Company from the issuer and reductions of registered capital.

The perpetual subordinated bonds issued by the Company are classified and presented as equity instruments
in the consolidated statement of financial position.
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46 INVESTMENT REVALUATION RESERVE OF FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE INCOME

June 30, |[December 31,

(Unaudited) (Audited)

At the beginning of the period/year 183,476 (180,630)
Debt instruments at FVTOCI
Net changes in fair value for the period/year 1,063,111 408,250
Reclassification to profit or loss (356,184) (86,024)
Income tax impact (175,285) (79,005)
Expected credit losses of debt instruments at FVTOCI
Net changes in profit or loss for ECL reclassification adjustment 4,531 1,346
Income tax impact (971) (791)
Equity instruments at FVTOCI
Net changes in fair value for the period/year (102,132) (118,963)
Transfer to retained profits 99,480 259,324
Income tax impact 6,065 (33,303)

Share of other comprehensive income of associates

Share of other comprehensive income that will be reclassified
subsequently to profit or loss 29,176 13,272

At the end of the period/year 751,267 183,476
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47 GENERAL RESERVES

General reserve include statutory reserve, general risk reserve and transaction risk reserve.

In accordance with the Company Law of the PRC and the Articles of Association, 10% of the net profit of
the Company is required to be allocated to the statutory reserve until the statutory reserve has reached 50%
of the share capital of the Company. As of June 30, 2024, the accumulated surplus reserve has reached 50%
of the Company’s registered capital and therefore no further allocation is required for this period.

In accordance with the “Financial Rules for Financial Enterprises” (Order of the Ministry of Finance [2006]
No.42) and the application guidance of Financial Rules for Financial Enterprises (Cai Jin [2007] No. 23) issued by
the Ministry of Finance People’s Republic of China (“MOF"), the Company, China Merchants Securities Asset
Management Co., Ltd. and China Merchants Futures Co., Ltd. are required to appropriate 10% of net profit
derived in accordance with the People’s Republic of China Generally Accepted Accounting Principles (“PRC
GAAP") before distribution to shareholders as general risk reserve from retained profits.

In accordance with the “Interim Measures for the Supervision and Administration of Risk Reserves of
Publicly Offered Securities Investment Funds (CSRC Order No. 94) “ and the requirements of the guidance of
CSRC about regulating financial institutions in the asset management business for collective asset management
business of securities (CSRC Announcement [2018] No. 39), the Company is required to appropriate 10% of its
management fees and 2.5% of its custody fees earned from public offering products and large-size collective
assets management business as general risk reserve.

The Company and China Merchants Securities Asset Management Co., Ltd. appropriate 10% of net
profit derived in accordance with PRC GAAP before distribution to shareholders as transaction risk reserve
from retained profits.

The movements of the general reserves are presented in these condensed consolidated statement of
changes in equity for the six months ended June 30, 2024.

48 BONDS PAYABLES DUE WITHIN ONE YEAR

June 30, |December 31,

(Unaudited) (Audited)

Non-convertible bonds ™ 32,549,337 22,732,768
Subordinated bonds @ 5,499,014 20,796,804
Income certificates 1,268,309 1,459,367
Interest accrued 1,571,915 2,137,589
Total 40,888,575 47,126,528
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Notes to the Unaudited Interim Financial Report (Continued)

48 BONDS PAYABLES DUE WITHIN ONE YEAR (continued)

(1) The details of non-convertible bonds as at June 30, 2024 are as follows:

Issue Issue Maturity Coupon
Currency amount date date rate

14CM bond 5,500,000 2015/05/26 2025/05/26 5.08%
21CMG5 CNY 4,000,000 2021/07/12 2024/07/12 3.22%
21CMG9 CNY 5,000,000 2021/08/12 2024/08/12 3.08%
CMSI GEM N2409 usD 500,000 2021/09/16 2024/09/16 1.30%
22CMG1 CNY 5,000,000 2022/01/17 2025/01/17 2.89%
22CMG3 CNY 3,000,000 2022/08/11 2025/02/12 2.54%
23CMG1 CNY 4,000,000 2023/04/17 2025/04/17 2.89%
23CM12 CNY 2,500,000 2023/12/19 2025/06/19 2.80%

(2) The details of subordinated bonds as at June 30, 2024 are as follows:

Issue Issue Maturity Coupon
Currency amount date date rate

21CMC7 4,000,000

2021/11/11 2024/11/11

3.40%

23CMC3 CNY 1,500,000

2023/03/17  2025/03/17

3.25%

49 BONDS PAYABLES

June 30, [December 31,

(Unaudited) (Audited)

Non-convertible bonds 41,456,148 58,427,501
Subordinated bonds @ 20,291,670 15,192,000
Income certificates 1,119,005 1,246,436

Total
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49 BONDS PAYABLES (continued)

(1) The details of non-convertible bonds as at June 30, 2024 are as follows:

21CM10 2,000,000 2021/08/12 2026/08/12 3.41%
22CMG2 CNY 4,000,000 2022/07/26 2025/07/26 2.70%
22CMG4 CNY 5,000,000 2022/08/11 2025/08/11 2.59%
23CMG2 CNY 4,000,000 2023/04/17 2026/04/17 3.03%
23CMG3 CNY 2,800,000 2023/04/25 2026/05/14 3.03%
23CMG4 CNY 2,200,000 2023/04/25 2028/04/25 3.17%
23CMG5 CNY 1,600,000 2023/07/13 2025/07/13 2.58%
23CMG6 CNY 3,400,000 2023/07/13 2026/07/13 2.72%
23CMG8 CNY 3,500,000 2023/07/24 2026/06/18 2.70%
23CMG10 CNY 4,000,000 2023/08/11 2026/08/11 2.74%
CMSINT 3.3 09/18/26 EMTN CNY 1,000,000 2023/09/18 2026/09/17 3.30%
23CMG1T1 CNY 3,000,000 2023/11/24 2026/11/24 2.88%
23CMG13 CNY 2,000,000 2023/12/19 2025/12/19 2.81%
24CMG1 CNY 3,000,000 2024/01/18 2027/01/18 2.74%
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49 BONDS PAYABLES (continued)

(2) The details of subordinated bonds as at June 30, 2024 are as follows:

21CMC8 1,000,000  2021/11/11  2026/11/11 3.70%
23CMC1 CNY 1,400,000 2023/03/01  2025/09/11 3.45%
23CMC2 CNY 800,000 2023/03/01  2026/03/01 3.55%
23CMC4 CNY 1,700,000 2023/03/17  2026/03/17 3.40%
23CMC6 CNY 3,300,000 2023/04/19  2026/04/19 3.30%
23CMC7 CNY 1,000,000 2023/05/22  2026/05/22 3.13%
23CMC8 CNY 1,000,000 2023/05/22  2028/05/22 3.39%
23CMC9 CNY 2,000,000 2023/10/30  2026/10/30 3.20%
23CMC10 CNY 1,500,000 2023/10/30  2028/10/30 3.45%
24CMC1 CNY 900,000  2024/03/20  2027/03/20 2.64%
24CMC2 CNY 1,700,000 2024/03/20  2029/03/20 2.77%
24CMC4 CNY 2,000,000 2024/04/19  2029/04/19 2.55%
24CMC6 CNY 2,000,000 2024/06/27  2029/06/27 2.32%

50 DIVIDENDS

June 30, [December 31,

(Unaudited) (Audited)

Dividends recognized as distribution 2,191,525 1,608,857

Distribution to holders of other equity instruments 572,240 572,240

Pursuant to a resolution of the shareholder's meeting held on June 28, 2024, the Company declared
cash dividends of RMB2.52 for every 10 shares (tax included) based on 8,696,526,806 shares held and the
aggregate amount was RMB2,191,525 thousand for the year ended December 31, 2023.

Pursuant to a resolution of the shareholder’s meeting held on June 30, 2023, the Company declared
cash dividends of RMB1.85 for every 10 shares (tax included) based on 8,696,526,806 shares held and the
aggregate amount was RMB 1,608,857 thousand for the year ended December 31, 2022.
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Structured entities consolidated by the Group include asset management schemes, limited partnership and
investment funds where the Group involves as a manager or as an investor. The Group assesses whether, as a
whole, investments it holds together with its remuneration creates exposure to variability of returns from the
activities of the structured entities to a level of such significance that it indicates that the Group is a principal.

As at June 30, 2024, the Group consolidated 47 structured entities (December 31, 2023: 50). The
total assets of the consolidated structured entities were RMB30,744,565 thousand (December 31, 2023:
RMB34,296,081 thousand).

The Group is principally involved in unconsolidated structured entities through financial investments.
These structured entities generally purchase assets through raising funds from third party investors. The Group
determines whether or not to consolidate these structured entities depending on whether the Group has
control over them. The interests held by the Group in the unconsolidated structured entities are set out below:

(1) Structured entities sponsored by the Group

Unconsolidated structured entities sponsored by the Group mainly include asset management schemes and
limited partnership. The nature and aim of these structured entities is to manage investors’ assets and collect
management fees. Financing is sustained through investment products issued to investors. The interests held
by the Group in unconsolidated structured entities are mainly management and performance fees collected
by the Group.

As at June 30, 2024, total assets of these unconsolidated structured entities managed by the Group
amounted to RMB350,119,174 thousand (December 31, 2023: RMB325,825,723 thousand).

Fee income derived from these unconsolidated structured entities managed by the Group are detailed
in note 4.
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52 INTERESTS IN UNCONSOLIDATED STRUCTURED ENTITIES (continued)
(2) Structured entities sponsored by third party institutions

The types of structured entities that the Group does not consolidate but in which it holds an interest
include funds, asset management schemes, trust schemes, and wealth management products issued by banks
or other financial institutions. The nature and purpose of these structured entities are to generate returns
from managing assets on behalf of investors. These vehicles are financed through issue of units to investors.

The carrying amount of these structured entities held by the Group in the condensed consolidated
statement of financial position is the maximum exposure to the Group as at June 30, 2024 and December 31,
2023, which are listed below:

June 30, [December 31,

(Unaudited) (Audited)

Financial assets at fair value
through profit or loss

Funds 38,416,696 41,662,742
Wealth management products 1,820,929 1,070,065
Trust schemes 472,596 851,302
Others 12,982,725 21,519,152
Total 53,692,946 65,103,261

53 SIGNIFICANT RELATED PARTY TRANSACTIONS
(1) Relationship of related parties
a  Major shareholders

Major shareholders include shareholders of the Company with 5% or above direct ownership.

Share percentage in the Company:

June 30, |[December 31,

(Unaudited) (Audited)

China Merchants Finance Investment Holdings Co., Ltd. 23.55% 23.55%
Shenzhen Jisheng Investment Development Co., Ltd. 19.59% 19.59%
China Ocean Transportation Co., Ltd. 6.26% 6.26%
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53 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(1) Relationship of related parties (continued)
b  Associates and joint ventures of the Group

The details of the Group’s associates and joint ventures is set out in note 18.

c Other related parties

Other related parties can be individuals or enterprises, which include: members of the Board of Directors,
the Board of Supervisors and senior management, and close family members of such individuals.

The table below lists the Group's other significant related parties:

Significant related legal entities The relationship with the Group

China Merchants Bank Co., Ltd. Significant influence by the de facto controller

Shenzhen Merchants Property Management Co., Ltd.* Fellow subsidiary of the de facto controller

Shenzhen Merchants Daojiahui Technology Co., Ltd.* Fellow subsidiary of the de facto controller
China Merchants (Shanghai) Investment Co., Ltd.* Fellow subsidiary of the de facto controller
Shenzhen Merchants Real Estate Co. Ltd.* Fellow subsidiary of the de facto controller
Shenzhen Expressway Corporation Limited Significant influence by the de facto controller
Wuxi Ruishang Real Estate Co. Ltd.* Fellow subsidiary of the de facto controller
Shenzhen Huigin Property Management Co., Ltd.* Fellow subsidiary of the de facto controller

* English name translated is for identification purpose only.

2024 Interim Report | China Merchants Securities Co., Ltd. 163



e

' Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

53 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)

(2) Related parties transaction and balances

a  During the period/year, the Group’s major transactions and balances with its associate are as
follows

Transactions between the Group and an associate:

Six months ended June 30,

(Unaudited)| (Unaudited)

Fee and commission income

— Funds managed by Bosera Asset Management Co., Ltd. and
China Merchants Fund Management Limited 70,950 119,358

Balance between the Group and the associates:

June 30, [December 31,

(Unaudited) (Audited)

Accounts and other receivables

— Funds managed by Bosera Asset Management Co., Ltd. and
China Merchants Fund Management Limited 28,173 30,786
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53 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(2) Related parties transaction and balances (continued)
b  The Group’s major transactions and balances with its other related parties are as below

Transactions between the Group and other related parties:

Six months ended June 30,

(Unaudited)| (Unaudited)

Fee and commission income

— China Merchants Bank Co., Ltd. 3,421 7,110

Interest income

— China Merchants Bank Co., Ltd. 212,391 263,365

Investment gains or losses, net

— China Merchants Bank Co., Ltd. 32,748 22,007

— Wuxi Ruishang Real Estate Co. Ltd.* - 24,500

Other income and gains or losses, net

— Shenzhen Expressway Corporation Limited 5,452 5,685

Fee and commission expenses

— China Merchants Bank Co., Ltd. 24,036 29,460

Interest expenses of placement and borrowings from banks

— China Merchants Bank Co., Ltd. 4,290 14,219

Other operating expenses

— Shenzhen Merchants Property Management Co., Ltd.* 15,540 11,689
— Shenzhen Huigin Property Management Co., Ltd.* 14,477 2,176
— Shenzhen Merchants Real Estate Co. Ltd.* 5,773 -

Purchase of office supplies

— Shenzhen Merchants Daojiahui Technology Co., Ltd.* 8,376 8,361

Interest expenses of lease liabilities

— China Merchants Bank Co., Ltd. 7,481 10,654

Interest expenses of repurchase agreements business

— China Merchants Bank Co., Ltd. 3,127 2,059

% English name translated is for identification purpose only.
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53 SIGNIFICANT RELATED PARTY TRANSACTIONS (continued)
(2) Related parties transaction and balances (continued)
b The Group’s major transactions and balances with its other related parties are as below (continued)

The Group also has the following balances with its other related parties:

June 30, [December 31,

(Unaudited) (Audited)

Cash and bank balances

— China Merchants Bank Co., Ltd. 24,817,457 23,360,309

Bonds, structured deposits and certificates of deposit

— China Merchants Bank Co., Ltd. 1,292,604 1,210,077

Short-term borrowings

— China Merchants Bank Co., Ltd. - 284,218

Lease liabilities

— China Merchants Bank Co., Ltd. 471,451 472,666

— China Merchants (Shanghai) Investment Co., Ltd.* 20,824 25,739

* English name translated is for identification purpose only.

(3) Key management personnel

The remuneration of the key management personnel of the Group is as below:

Six months ended June 30,
(Unaudited)| (Unaudited)

Short-term benefits

— Salaries, bonus and allowances 6,782 9,548

Post-employment benefits

— Contribution to retirement schemes 1,055 1,001

Total 7,837 10,549
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(1) Business segment

For management purposes, the Group’s operating businesses are structured and managed separately
according to the nature of their operations and services they provide. Each of the Group’s operating segments
represents a strategic business unit that offers services which are subject to risks and returns that are different
from the other operating segments. Segment information is measured in accordance with the accounting
policies and measurement criteria adopted by each segment when reporting to the board of directors, being
the chief operating decision maker, which are consistent with the accounting and measurement criteria in the
preparation of the consolidated financial statements. The Group’s operating segments are as follows:

a. Wealth management and institutional business segment engages in the trading of stocks and futures
contracts on behalf of clients. Moreover, the activities of providing margin financing, securities
lending and selling financial products and other wealth management products are included in this
segment.

b.  Investment banking segment provides investment banking services to the Group’s institutional clients,
including financial advisory, equity underwriting, debt underwriting and sponsorship.

¢.  Investment management segment primarily engages in assets management, investing advisory and
deal execution services. Moreover, investment income from private equity investment management
and alternative investments are included in this segment.

d. Investment and trading segment engages in trading equity securities, fixed-income securities,
derivatives, other financial products and market maker service; and

e. Others segment primarily includes head office operations, investment holding as well as interest
income and expenses incurred for generating working capital for general operation.

Management monitors the operating results of the Group’s business units separately for the purpose
of resource allocation and other operating decisions. Segment performance is measured consistently with
operating profit or loss in the consolidated financial statements except that income taxes are not allocated to
operating segments.
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54 SEGMENT INFORMATION (continued)

(1) Business segment (continued)

The operating and reportable segment information provided to the chief operating decision makers
(hereinafter refer as “CODM") for the six months ended June 30, 2024 and 2023 is as follows:

Wealth
management

and
institutional | Investment | Investment | Investment
business banking [ management | and trading

Unaudited

For the six months ended June 30, 2024

Segment revenue and results

- Segment revenue 7432,289 301,677 507,886 5,645,617 381,192 (30,661) 14,238,000
- Segment other income and gains or losses, net 507 - 6,108 2177 115,602 - 124,394
Segment total revenue, other income and gains 7,432,7% 301,677 513,99 5,647,794 496,794 (30,661) 14,362,394
Segment expenses (5,478,459) (314,380) (190,735) (3,503,249) (689,341) 30,661 (10,145,503)
Segment restlt 1,954,337 (12,703) 323,259 2,144,545 (192,547) - 4,216,891

Share of results of associates and joint ventures - - - - 751,389 - 751,389

Profit before income tax 1.954,337 (12,703) 323,259 2,144,545 558,842 - 4,968,280
Unaudited

As at June 30, 2024

Segment assets and liabilities

Segment assets 204,242,645 599,985 10035383 399,116,283 31,247,854 (6,112623) 639,129,527

Seqment liabilities (160,197 526) (464831)  (2804872)  (344514,883) (12,730,549 6,112,623 (514,600,038)

For the six months ended June 30, 2024

Other segment information

Amounts included in the segment profit or

loss or segment assets:
Interest income 3,632,728 - 3713 1,013,829 381,193 (30,661) 5,031,862
Interest expenses (1,983,060) (5,976) (24585 (2575328) (6,541) 30,661 (4,564,829)
Capital expenditure (120,568) (3.364) (112) 2,609) (32,900) - (159,553)
Depreciation and amortization (223,209 (30,299) (7.860) (17,847) (143,060) - (422,275)
Impairment losses, net of reversal (33,513) = 454 (4,633) = = (37,692)
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54 SEGMENT INFORMATION (continued)

(1) Business segment (continued)

Wealth
management

and
institutional | Investment | Investment | Investment
business banking | management | and trading

Unaudited

For the six months ended June 30, 2023

Segment revenue and results

- Segment revenue 8,519,065 492187 581,265 4,697,318 354,750 (33926) 14,610,659

- Segment other income and gains or losses, net 5,688 - 479 333 1,029,069 1,042,892

Segment total revenue, other income and gains 8,524,753 492,187 586,064 4,700,654 1383819 (33926) 15,653,551

Segment expenses (6,189,954) (362,930) (188385 (3043895  (1,461,820) BN (11213,05)
Segment restlt 2,334,799 129,57 397,679 1,656,759 (78,001) - 4,440,493
Share of results of associates and joint ventures - - 13 - 769,696 - 769,709
Profit before income tax 2,334,799 129,257 397,692 1,656,759 691,69 - 5,210,202
Restated

As at December 31, 2023

Segment assets and liabilities

Segment assets 235,832,458 1,068,082 9887986 427461721 30,454,969 (8,852,224) 695,852,992
Seqment liabilites (204,740,588) (686,639)  (2,821338)  (360,058,445)  (14361,273) 8,852,224 (573,816,059)
Unaudited

For the six months ended June 30, 2023

Other segment information

Amounts included in the segment profit or

loss or segment assets:
Interest income 4121400 - 28,109 952,855 354,750 (33,737) 5423377
Interest expenses 2,196,794) (7,248) (32,272) 2,263,069) (24,103) 33,737 (4,489,749)
Capital expenditure (86,897) (6,658) (314) (5,207) (50,932) - (150,008)
Depreciation and amortization (206,828) (27,662) (8,025) (15,225) (118,541) - (376,281)
Impairment losses, net of reversal (141493) = = (5,575) = - (147,068)
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54 SEGMENT INFORMATION (continued)
(2) Geographical information

The Group has two major geographical operations in the PRC, namely Mainland China and Hong Kong,
where the Group’s revenue is derived from and the Group’s assets located. The following table sets out
information about the geographical location of (i) the Group’s revenue from external customers and (ii) the
Group's property and equipment, right-of-use assets, goodwill, other intangible assets, interests in associates
and other non-current assets (“specified non-current assets”). The geographical location of customers is based
on the location at which the services were provided. The geographical location of the specified non-current
assets is based on i) the physical location of the asset or ii) the place of incorporation of the business units
under which the goodwill is recorded.

Outside

Mainland Mainland
China China

For the six months ended June 30, 2024
(Unaudited)

Segment revenue and results

Revenue 13,157,306 1,080,694 14,238,000
Other income and gains or losses, net 156,526 (32,132) 124,394
13,313,832 1,048,562 14,362,394

For the six months ended June 30, 2023
(Unaudited)

Segment revenue and results

Revenue 13,714,808 895,851 14,610,659

Other income and gains or losses, net 1,074,032 (31,140) 1,042,892

14,788,840 864,711 15,653,551

Specified non-current assets

Outside

Mainland Mainland
China China

As at June 30, 2024 (Unaudited)

Specified non-current assets 15,642,610 160,730 15,803,340

As at December 31, 2023 (Audited)

Specified non-current assets 15,630,994 149,448 15,780,442
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(3) Information about major customers

There were no customers for each of the six months period ended June 30, 2024 and 2023 contributed
over 10% of the total revenue of the Group.

(1) Risk management structure

Since its establishment, the Group has been developing an all-around, deep in the business, innovative
and forward-looking risk management system, which can be aligned with its operational strategy and focuses
on its frontier departments at business unit level. The structure of the risk management of the Group consists
of five levels including the strategical arrangement by the Board of Directors, supervision and scrutiny by the
Supervisory Committee, or decision-making by the senior management and the Risk Management Committee,
check-and-balance and internal controls maintained by relevant risk management departments and direct
management of other departments, branches and its wholly-owned subsidiaries.

The Group adopts a three-level risk management organization structure system: the first level refers to
implementation of effective controls on risk management by all departments and branches themselves; the
second level refers to risk management measures implemented by relevant risk management departments; the
third level refers to post-event supervision and evaluation by the Audit and Supervision Department.

The overall risk management duties of departments or posts under the risk management organization
structure are as follows:

(i)  the Board of Directors and the Risk Management Committee are responsible for considering and
approving the Company’s risk appetite, risk tolerance and various risk limit indicators. They are also
responsible for convening quarterly meetings, reviewing quarterly risk reports and reviewing the
Company's overall risk management;

(i) the Supervisory Committee of the Group is responsible for supervising and examining the operations
of the comprehensive risk management system of the Company;

(iii) the senior management is responsible for the risk management of business operations, determining
risk control measures and formulating risk limit indicators on a regular basis by reference to the risk
evaluation reports. The Risk Management Committee set up by the senior management is the ultimate
risk decision-making body at operation level. The Chief Risk Officer of the Company is responsible
for establishing comprehensive risk management system, monitoring, evaluating and reporting the
overall risk level of the Group and providing risk management suggestion on business decisions. The
Risk Management Committee consists of the Securities Investment Decision Committee, the Credit
Risk Committee, the Valuation Committee, the Capital Commitment Committee and the Investment
Banking Business Risk Policy Committee. Within the scope of their authorization, experts shall review
and collectively make decisions on the risks of securities investment, credit risk, securities valuation,
capital commitment and investment banking business. The Company integrates the risk management
of subsidiaries into an overall risk management system and carries out vertical management. The
person in-charge of the risk management of the subsidiary shall be nominated, appointed, removed
and assessed by the chief risk officer of the Group;
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(1) Risk management structure (continued)

The overall risk management duties of departments or posts under the risk management organization
structure are as follows: (continued)

(iv) Risk Management Department is the leading department in respect of management of market,
credit and operational risks of the Company. It is also responsible for managing market risk and
credit risk, assisting and guiding all units in performing risk management. The Capital Management
Department is the leading department in respect of management of management of liquidity risk. It
is also responsible for managing liquidity risk and facilitating the establishment of the liquidity risk
management systems. Legal and Compliance Department is responsible for leading the Group’s legal
and compliance risk management, money laundering risk management and assisting the compliance
director in reviewing, supervising and scrutinizing compliance issues of the Group, promoting the
implementation of anti-money laundering work. The Administration Department together with the Risk
Management Department and other relevant departments promote the management of reputation
risk of the company. Internal Audit Department is responsible for monitoring the effectiveness and
implementation of the Company's risk management process by audits, and responsible for initiating
evaluation of the internal control system at least once a year;

(v)  All departments of the Company, branches and wholly-owned subsidiaries of the Company are
responsible for directly managing and supervising risks of their own businesses and management
scopes.

(2) Credit risk

The Group's exposure to credit risk represents the Group’s economic loss that may arise from the failure
of a debtor or counterparty to meet its obligation according to their contractual commitment. The Group
is primarily exposed to four types of credit risk: (a) risk arising from default of customers to repay debts in
businesses of margin financing and securities lending, securities-backed lending or stock repurchases; (b) risk
of losses of principal and interest for investments in debt securities, trust products and other credit products
due to default of the issuers or borrowers; (c) risk arising from default of a counterparty to meet its payment
obligation arising from trading of over the counter (“OTC") derivatives such as OTC futures, equity swaps,
forward contracts, spot market transactions and bond intermediation business such as reverse repos and
agreement forwards; (d) risk arising from the default of customers in brokerage business in respect of trading
of securities, futures and other financial products, when there was shortfall of funds after liquidation of client’s
accounts on settlement dates.

In respect of margin financing and securities lending, securities-backed lending, stock repurchase business
and other financing businesses, the Group has established a multi-level authorization system for business
management and a comprehensive risk management system covering the whole process through due diligence
of customers, approval of credit grant, post-loan evaluation, dynamic adjustment to collaterals pledge ratio,
mark to market system, mandatory liquidation and disposal on default.
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(2) Credit risk (continued)

For debt security investments, trust products and other credit products business, the Group implements
entry management for investable bonds by establishing a bond pool. The entry of bonds into the pool needs
to be evaluated by professional credit evaluators and meet the relevant internal and external credit rating entry
standards, industrial entry standards, product entry standards, financial entry standards, etc, The concentration
risk is controlled through hierarchical approvals and authorization of investments, and the latest risk information
of the issuer is monitored in real time through a public opinion monitoring system.

For OTC derivatives business and bond intermediary business, the Group has formulated a set of management
measures and rules in respect of eligibility of investors, due diligence of customers, credit approval, potential risk
exposure measurement rules, margin collection and mark to market, liquidation disposal, management of the
underlying securities and follow-up measures on default of customers, in order to strengthen the management
before, during and after the transactions.

In terms of brokerage business, for the brokerage business that the Company may bear the responsibility
of guaranteed settlements, the default risk of customers is controlled by monitoring indicators such as the
lowest rating of the underlying securities, pledge concentration and leverage ratio. With regard to the trading
of securities and other financial products for overseas customers, the Group has effectively controlled the credit
risk by strengthening the management of customer credit grant and margin.

Expected credit loss (ECL) measurement

The Group applies ECL model for financial assets at amortized cost, mainly including advances to customers,
financial assets held under resale agreements, debt instruments at amortized cost and debt instruments at fair
value through other comprehensive income.

The Group assesses whether the credit risk on a financial instrument has increased significantly since
initial recognition at the reporting date and recognizes the impairment loss allowance for expected credit loss
and its movements.

o If the credit risk of the financial instrument has not increased significantly since its initial recognition,
it is classified as “Stage 1" and its impairment loss allowance is measured at an amount equivalent
to the expected credit loss of the financial instrument in the next 12 months. The increase in or
reversal of the impairment loss allowance is included in the profit and loss as impairment losses
under expected credit loss model, net of reversal.

o If a significant increase in credit risk (“SICR") since initial recognition is identified, the financial
instrument is moved to “Stage 2" and its impairment loss allowance is measured at an amount
equivalent to the expected credit loss of the financial instrument over its lifetime. The increase in
or reversal of the impairment loss allowance is included in the profit and loss as impairment losses
under expected credit loss model, net of reversal.
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(2) Credit risk (continued)
Expected credit loss (ECL) measurement (continued)

o If the financial instrument is credit-impaired at first, the financial instrument is moved to “Stage
3" and its impairment loss allowance is measured at an amount equivalent to the expected credit
loss of the financial instrument over its lifetime. The increase in or reversal of the impairment loss
allowance thus formed is included in the profit and loss as impairment losses under expected credit
loss model, net of reversal.

The criteria for the three-stage classification of ECL of the principal financial assets are as follows:

e Advances to customers: exposures with collateral coverage ratios less than 100% for more than 30
days, or when principles are more than 30 days past due, are considered to be credit impaired and
classified as Stage 3; exposures with collateral coverage ratios less than 100% for less than 30 days,
or when principles are less than or equal to 30 days past due, are considered to have experienced
significant increase in risk and classified as Stage 2; for exposures that have not experienced the
above situations are regarded as having no significant increase in credit risk and classified as Stage 1.

o Financial assets (pledged by stocks) held under resale agreements: based on the obligors’ credit
quality, contract maturity dates, the information of collateral securities, which includes the sectors,
liquidity discount factor, restrictions, concentration, volatility, operations of issuers and related
information, the Group establishes different collateral coverage ratios (generally not less than 160%)
as margin calls and force liquidation thresholds (collateral coverage ratios generally not less than
140%) against different exposures related to these transactions. Exposures with collateral coverage
ratios below the pre-determined force liquidation thresholds for more than 30 days or those past
due for more than 30 days are considered to be credit impaired and classified as Stage 3; exposures
with collateral coverage ratios below the pre-determined force liquidation thresholds for less than 30
days or those past due for less than 30 days are considered to have experienced significant increase
in credit risks and classified as Stage 2; for exposures that have not experienced the above situations
are regarded as having no significant increase in credit risk and classified as Stage 1.

e For debt investment exposures, financial instruments with lower credit risk at the end of the reporting
period, or financial instruments with no significant increase in credit risk after initial recognition will
be classified in Stage 1; financial instruments whose credit risk has increased significantly since its
initial recognition, even no credit loss has occurred, that is, there is no objective evidence of a credit
loss event, will be classified in Stage 2; purchased or originated credit-impaired financial instruments,
or those are not purchased or originated financial instruments but have been credit-impaired will
be classified in Stage 3.
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(2) Credit risk (continued)
Measuring ECL - inputs, assumptions and estimation techniques

On the basis of credit rating of counterparties, credit assessment on borrowers and the quantitative
management of collaterals, the Group fully considers the customer portfolio of each credit related transaction,
the amount of a single debt, the term of borrowing, the margin maintenance ratio and the degree of collateral
concentration, etc., and ensure the above factors are reflected in parameters such as the probability of default
("PD"), loss given default (“"LGD") and maturity of borrowers. Then stress tests and sensitivity analyses are
performed as supplementary measurement for monitoring credit risks.

The Group uses expected credit loss model to measure the expected credit losses for applicable financial
assets. Factors considered in the assessment using the expected credit loss model mainly includes asset
categories, PD, LGD, exposures, exchange rates and adjustments factors, whether there are SICR and judgment
on low risk assets, and the impairment loss allowance in respect of fixed-income financial assets is determined
on the basis of the projected future cash inflows.

For credit business, based on the borrowers’ credit quality, contract maturity date, the information of
related collateral securities, which including the sectors, liquidity discount factor, restrictions, concentration,
volatility, prices, operations of issuers etc., the Group considers margin maintenance ratios to individually assess
the loss ratios in order to measure the impairment loss allowance of high risk credit business.

PD will be adjusted in the light of macroeconomic environment and the specific situation of bonds, and
determined after having incorporated forward-looking factors and adjustment factors of specific bonds. The
forward looking adjustment factors are evaluated mainly based on analyzing the relationship between the default
rate and the long-term average default rate under different economic environments (or macroeconomic factors)
in China and other countries, and determined through forecasting economic environment; the adjustment
factors in respect of bonds depend on different industries, specific bonds and risk mitigation measures, which
will be adjusted based on different situations or changes.

LGD is estimated based on historical data and subject to a forward looking adjustment.
Corresponding loss rates for the Group’s credit business under the 3 stages were as follows:

Stage 1: According to the margin maintenance ratio, concentration and conditions of restrictions on
trading, the loss rates on advances to customers range from 0.00% to 1.25% (2023: 0.00% to 1.25%), the
loss rates on financial assets under resale agreements range from 0.00% to 3.78% (2023: 0.00% to 3.78%).

Stage 2 and Stage 3: Loss rate is determined based on the estimated future cash flows associated with
the financial assets.
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(2) Credit risk (continued)
SICR

The Group uses the following criteria to determine a significant increase in credit risks of debt securities
investments.

The credit ratings of foreign bonds are lowered to a level below BBB- (not included), the credit rating
of domestic bonds are lowered to a level below AA (not included), or the original debt ratings are below AA
but have not yet been identified as there is a significant increase in credit risks, but there is an external rating
downgrade.

Other events being identified as an indicator of a significant increase in credit risks include:

J The significant adverse changes in the industry or policies, geographical environment of issuers, or
deterioration of the issuers’ own business operations;

e  The consolidated financial statements of issuers exhibit significant adverse changes in principal
operations or financial indicators;

e The significant adverse changes (if any) in the effectiveness of credit enhancement measures;

o The issuers and the entities that provide credit enhancement are discredited by environmental
protection or safety production bureau, or other important scenarios, or occurrence of any event
that may affect debt repayment abilities; the entities provide credit enhancement are delinquent or
refused to bear the liability arising from credit enhancement in other debts;

o Other significant important events identified by the Group.

In addition, in view of the financial assets under resale agreements, the Group considers that if collateral
coverage ratio is lower than the forced liquidation thresholds or there is overdue interest, it indicates that
its credit risk has significantly increased. While the Group would fully consider the financing entity’s credit
status, contract period, the industry of the collateral, liquidity, restriction on sales, concentration, volatility,
performance protection and issuer’s operation performance factors, and then establishes different warning
lines and forced liguidation thresholds for different financing entities.

According to the Guidance on Impairment of Financial Instruments of Securities Companies issued by
CSRC, criteria of low credit risks are as follows:

o International external rating of foreign bond investment is rated at BBB- or above;

o Domestic external rating of domestic bond investment is rated at AA or above.
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(2) Credit risk (continued)
Forward looking information

The Company measures expected credit losses using reasonable and evidence-based forward-looking
information that can be obtained without unnecessary additional cost or effort. Through the analysis of historical
data, the Company identifies key economic indicators that affect the credit risk and expected credit losses of
each asset portfolio, mainly including gross domestic product and money supply. The Company establishes
a regression analysis model to determine the impact of such economic indicators on the default loss rates of
different asset portfolios, and makes forward-looking adjustments to the expected credit losses of financing
financial assets and bond investment business through the prediction of economic indicators.

On June 30, 2024, the Company updated the relevant economic indicators used in forward-looking
measures based on the latest economic forecasts, taking into account current economic conditions and
international developments. Similar to other economic forecasts, estimates of projected economic indicators
and the likelihood of occurrence are inherently highly uncertain, so actual results may differ materially from
projections. The Company believes that these projections represent the best estimate of the likely outcome.

The table below sets forth the Group’s maximum credit risk exposure as at the end of the reporting period,
without taking into account of the effect of collaterals or other credit enhancements:
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55 FINANCIAL RISK MANAGEMENT (continued)
(2) Credit risk (continued)

a  Maximum credit risk exposure

June 30, |December 31,

(Unaudited) (Audited)

Financial assets at FVTPL® 177,907,443 176,834,112
Derivative financial assets 9,678,019 6,679,137
Advances to customers 78,219,495 83,666,020
Financial assets held under resale agreements 35,628,151 49,776,194
Accounts and other receivables 8,420,203 8,915,076
Deposits with exchanges and non-bank financial institutions 10,745,752 12,947,109
Clearing settlement funds 26,033,807 37,691,722
Cash and bank balances 92,863,958 110,022,616
Debt instruments at amortized cost 484,430 691,493
Debt instruments at FVTOCI 69,338,028 70,798,037
Equity instruments at FVTOCI ™ 831,998 921,579
Other non-current assets 129,141 133,772
Other current assets 313,164 305,441
Maximum credit risk exposure 510,593,589 559,382,308

(i)  Financial assets at fair value through profit or loss represent investments in debt securities, trust products,
equity securities lent to customers and asset-backed securities.

(i) Equity instruments at fair value through other comprehensive income subjected to credit risk represent
equity securities lent to customers.
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55 FINANCIAL RISK MANAGEMENT (continued)
(2) Credit risk (continued)
b  Risk concentration

The Group’s maximum credit risk exposure without taking account of any collaterals and other credit
enhancements are categorized by geographical area as follows:

As at June 30, 2024 (Unaudited)

Mainland
China

Outside
Mainland
China

Total

Financial assets at FVTPL 172,813,688 5,093,755 177,907,443
Derivative financial assets 7,057,148 2,620,871 9,678,019
Advances to customers 75,215,911 3,003,584 78,219,495
Financial assets held under resale agreements 35,628,151 - 35,628,151
Accounts and other receivables 4,327,363 4,092,840 8,420,203
Deposits with exchanges and non-bank financial

institutions 10,551,341 194,411 10,745,752
Clearing settlement funds 25,546,510 487,297 26,033,807
Cash and bank balances 80,889,938 11,974,020 92,863,958
Debt instruments at amortized cost 10,235 474,195 484,430
Debt instruments at FVTOCI 67,044,556 2,293,472 69,338,028
Equity instruments at FVTOCI 831,998 - 831,998
Other non-current assets 119,931 9,210 129,141
Other current assets 309,191 3,973 313,164

Maximum credit risk exposure

480,345,961

30,247,628

510,593,589
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55 FINANCIAL RISK MANAGEMENT (continued)

(2) Credit risk (continued)

b

Risk concentration (continued)

otes to the Unaudited Interim Financial Report (Continued)

As at December 31, 2023 (Audited)

Outside

Mainland Mainland
China China Total
Financial assets at FVTPL 173,608,199 3,225,913 176,834,112
Derivative financial assets 4,316,942 2,362,195 6,679,137
Advances to customers 81,423,718 2,242,302 83,666,020
Financial assets held under resale agreements 49,776,194 - 49,776,194
Accounts and other receivables 5,023,529 3,891,547 8,915,076

Deposits with exchanges and non-bank financial

institutions 12,760,549 186,560 12,947,109
Clearing settlement funds 37,172,295 519,427 37,691,722
Cash and bank balances 98,989,169 11,033,447 110,022,616
Debt instruments at amortized cost 20,394 671,099 691,493
Debt instruments at FVTOCI 69,208,144 1,589,893 70,798,037
Equity instruments at FVTOCI 921,579 - 921,579
Other non-current assets 133,772 - 133,772
Other current assets 305,441 - 305,441

Maximum credit risk exposure

533,659,925
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(2)

Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)
FINANCIAL RISK MANAGEMENT (continued)
Credit risk (continued)
Credit rating analysis of financial assets

The carrying amounts of debt securities at the end of the year are categorized by rating distribution as

follows:

June 30, [December 31,

(Unaudited) (Audited)

Rating

Issuers in Mainland China

— PRC sovereign bonds (i) 158,992,449 163,409,977
— AAA 102,336,646 88,505,875
- AA+ 5,176,273 4,449,988
- AA 796,217 601,854
- AA- 3 2
— AA- below 1,533 1,533
— Non-rated 184,408 600,811
Subtotal 267,487,529 257,570,040

Issuers in Hong Kong and other regions (ii)

— PRC sovereign bonds(i) 3,810 3,795
-A 4,592,076 3,895,366
-B 2,400,760 1,161,015
- Non-rated 144,539 -

Subtotal 7,141,185 5,060,176

Total 274,628,714 262,630,216

—~
=

PRC sovereign bonds represent treasury bonds issued by the PRC government. AAA to AA- and below
AA- rating represents rating on bonds (If there is no rating on bonds, then the rating on issuers will be
used), among which AAA rating represents the highest rating. A-1 rating represents rating on short-term
financing bonds. Non-rated means that bonds or corporates are not rated by any independent rating
agency.

(i) Credit rating of bonds whose issuers are in Hong Kong and other regions were derived from the lowest
of Moody, Stand & Poor’s (“S&P"”) and Fitch, if any. Bonds which are not rated by the above agencies
are classified as non-rated. Included in A rating are bonds rated Aaa~A3 by Moody, AAA~A- by S&P and
AAA~A- by Fitch; B rating are bonds rated Baa1~B3 by Moody, BBB+~B- by S&P and BBB+~B- by Fitch;
C rating are bonds rated Caa1~C by Moody, CCC+~C by S&P and CCC~C by Fitch; D rating are bonds
rated D by S&P and D by Fitch.
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(3) Liquidity risk
a  Origin and management of liquidity risk

The Group’s exposure to liquidity risk mainly arises from failure to obtain sufficient funds at reasonable
costs and in a timely manner to repay due debts, perform other payment obligations and satisfy funding needs
for normal business operation. If there is material and adverse changes in the operating condition of the Group
in the future and the Group is not able to maintain their gearing ratio at a reasonable level, and the operations
of the Group experiences unusual changes, the Group may not be able to repay the principal or interest of
relevant debts in full when due.

In order to prevent liquidity risk, the Group has established high-quality current asset reserve and minimum
excess reserve quota. The Group has formulated liquidity emergency management plans to retain minimum
excess reserve in the funding plan. The Group has reserved treasury bonds, PBOC bills and other highly liquid
assets which can be liquidated at any time under extreme circumstances for unexpected expenses. In addition,
the Group has actively developed management for funding gaps. By using management tools of cash flow
gap, sensitivity analysis and stress testing, the Group can identify potential risks as early as possible to arrange
financing and adjust the pace of fund utilization for business purposes in advance to effectively manage the
payment risk. The Group has also continuously expanded their financing channels and has a balanced distribution
of debt maturities, so as to avoid the payment risk caused by single financing channel or servicing debts when
due. Besides, the Group has established internal risk reporting system to promptly monitor the liquidity risk in
the operation of each business and at each branch. Moreover, the Group takes measures to promote the safe,
sound and sustainable operations of each business and each branch.
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55 FINANCIAL RISK MANAGEMENT (continued)
(3) Liquidity risk (continued)

b Undiscounted cash flows by contractual maturities

At June 30, 2024 (Unaudited)

More than
More than 3months | More than

1 month but but less | 1year but
Carrying Lessthan | less than than | lessthan | More than
amount | On demand Tmonth | 3 months 1 year 5 years 5 years

Non-derivative financial liabilities

Borrowings 7,849,326 - 5,754,025 19,931 989,379 1,267,133 - 8,030,468
Short-term debt instruments 43,441,208 - 8767483 18823475 16,082,362 - - 43,673,320
Placements from hanks and other

financial institutions 13,597,400 2817 8,794,941 967,373 3,883,739 - - 13,648,870
Bonds payables 103,755,398 - 4590228 9,502,816 28213997 66,257,526 - 108,564,567
Financial assets sold under repurchase

agreements 145,494,590 - 142816910 2,586,255 120,543 - - 145,523,708
Financial liabilities at fair value

through profit or loss 57364618 3,512,008 52,493,293 - - 633 1,358,684 57,364,618
Accounts payables to brokerage

clients 91,377,933 91,377,933 - - - - - 91,377,933
Other payables and accrued charges 36,450,832 36,450,832 - - - - - 36,450,832
Lease liabilities 1,182,224 - 2,413 49,333 238,254 723157 225,152 1,278,309

Subtotal 500,513,529 131,343,590 223,259,293 31,949,183 49,528,274 68,248,449 1,583,836 505,912,625

Derivative financial liabilities
- net settlement 6,788,813 2,859,353 379,458 767672 1,492,901 1,289,429 - 678813

507,302,382 134,202,943 223,638,751 32,716,855 51,021,175 69,537,878 1,583,836 512,701,438
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55 FINANCIAL RISK MANAGEMENT (continued)

(3) Liquidity risk (continued)

b Undiscounted cash flows by contractual maturities (continued)

Carrying
amount

Non-derivative financial liabilities

On demand

Less than
1 month

At December 31, 2023 (Audited)

More than

1 month but
less than

3 months

ERGEN
3 months
but less
than

1 year

Notes to the Unaudited Interim Financial Report (Continued)

More than
1 year but
|ess than
5 years

More than
5 years

Borrowings 8,090,451 - 5294497 229,902 985,482 1,827,167 - 8,337,048
Short-term debt instruments 57,025,735 - 6414575 22,657,287 28,390,504 - - 57,462,366
Placements from hanks and other

financial institutions 27,061,392 - 18994682 238366 5822138 - - 27,199,186
Bonds payables 121,992,465 - 11420826 6,459,681 30,837,604 78,642,858 - 127,360,969
Financial assets sold under repurchase

agreements 142,684,754 - 140110927 2,164,902 455,222 - - 142,731,051
Financial liabilities at fair value

through profit o loss 44535516 2,314,008 39,219,563 116,924 1,493,874 1619 1389528 44535516
Accounts payables to brokerage

clients 117,852,233 117,852,233 - - - - - 117,852,233
Other payables and accrued charges 39,457,323 38,808,671 182,252 92,000 374,400 - - 3945733
Lease liabilities 1,255,518 - 44,236 26,556 277,944 726,007 289,047 1,363,790

Subtotal 559,955,387

Derivative financial liabilities
- net settlement 6,938,983

158,974,912

2,814,840

221,681,558

311,180

34,129,618

1,349,904

68,637,168

1,914,271

81,197,651

548,731

1,678,575

51

566,299,482

6,938,983

566,894,370

161,789,752

221,992,738

35,479,522
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(4) Market risk
a Origin and management of market risk

Market risks of the Group refer to the risks of loss resulting from adverse changes in the market.
Securities portfolio held by the Group are derived from the proprietary investments, market-making business
and other investment activities. Movements in securities holding primarily arise from the relevant strategies of
proprietary investments and needs of market-making. The securities of the Group are measured at fair values
which fluctuates daily according to the market factors and change in the portfolios of the securities. Market
risks of the Group primarily include: (i) equity price risk, which represents the exposures arise from fluctuation
in the spot price, future price and volatility of indices such as stocks, equity portfolio, stock index futures; (ii)
interest rate risk, which primarily represents the exposures arise from movements in the yield curve of fixed
income investment, fluctuation in interest rates and credit spreads; and (iii) commodity risk, which represents
exposures arise from changes in the spot price, future price, forward price and the relevant volatility; and (iv)
exchange rate risk, which represents the exposures arise from changes in the spot rate, future rate and volatility
of foreign currency exchange rates.

The Group collectively allocates economic capital in accordance with the risk preference and risk tolerance
indicators set by the directors of the Group. By considering the risks associated with each type of investments
and their interrelationship, the Group allocates the overall risk limits to different business departments/
business lines. The front-office business departments are responsible for market risk management at the
frontiers. The person in-charge and investment manager shall utilize their extensive experience and in-depth
knowledge of the markets and products to conduct risk management in trading transactions within their
authorities and dynamically manages risk exposures to the securities held in open position by taking initiative
measures to mitigate or hedging these risks. Risk Management Department is independent from other business
departments and reports to Chief Risk Officer. By applying professional risk management tools and methods,
Risk Management Department aims to independently monitor, measure and manage market risk at different
levels, including investment strategies, business units/lines and the entire Group. Reports of evaluation and
risk analysis are generated and delivered to the responsible officers of the business departments/business lines
and management of the Group on a daily, monthly or quarterly basis to facilitate decision making. When risk
level is approaching or exceeds the threshold values, Risk Management Department will warn against relevant
management officers promptly, and the respective business departments/business lines will implement measures
according to the resolutions of the relevant committees. Risk Management Department also communicates
directly with the business unit/line team on an ongoing basis to discuss the latest market conditions, current
risk exposures, and possible extreme stress scenarios.
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55 FINANCIAL RISK MANAGEMENT (continued)
(4) Market risk (continued)
b  Price risk
Value at Risk (“VaR")
The Group adopts Value at Risk (“VaR") as the risk evaluation tool for measuring the market risk of the
entire securities investment portfolio which comprises various financial instruments. VaR analysis is a statistical

technique that estimates the potential maximum losses that could occur on risk positions due to movements
in stock prices over a specified time period and at a given level of confidence.

The analysis of the Group’s VaR (confidence level of 95% and a holding period of one trading day) by
types of risks is as follows:

June 30, [December 31,

(Unaudited) (Audited)

Market risk of equity price 101,923 62,876
Market risk of interest rate 87,605 99,577
Market risk of commodity price 12,196 7,152
Market risk of foreign exchange 1,312 452
Total portfolio 145,007 126,230

c Interest rate risk

Interest rate risk is the risk of loss of fair value of financial instruments due to adverse changes in market
interest rates. The main source of the Group’s interest rate risk is that the risk of changes in the fair value of
various financial instruments with interest rate sensitivity held due to adverse changes in market interest rates.

The tables below summarize the Group's interest-bearing financial assets and liabilities as at year and by
their remaining terms to repricing or contractual maturity date, whichever is earlier. Other financial assets and
liabilities not included below are not exposed to significant interest rate risk.
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55 FINANCIAL RISK MANAGEMENT (continued)
(4) Market risk (continued)

c Interest rate risk (continued)

At June 30, 2024 (Unaudited)

Morethan | Morethan | More than
1 month 3 months 1 year

but less but less but less Non-
Less than than than than | More than interest
1 month 3 months 1 year 5 years 5 years bearing

Financial assets

Equity instruments at fair value through

other comprehensive income - - - - - 32826536 32,826,536
Debt instruments at fair value through

other comprehensive income 492,634 706,765 4522691 48825334 14,790,604 - 69,338,028
Financial assets at fair value through

profit or loss 2,386,933 2,067,246 27772195 105219585 39,156,934 80,581,006 257,183,899
Derivative financial assets - 1,075 46,202 - - 9,630,742 9,678,019
Advances to customers 9,007,488 17,775,484 51,436,523 - - - 78,219,495
Financial assets held under resale agreements 20,639,704 3398331 10,474,788 1,115,328 - - 35,628,151
Debt instruments at amortized cost 106,444 10,234 367,752 - - - 484,430
Accounts and other receivables - - 4101 - - 8,416,102 8,420,203
Other non-current assets S S = 17,239 23,627 88,276 129,142
Deposits with exchanges and non-bank

financial institutions 3,410,735 - - - - 7335017 10,745,752
Clearing settlement funds 26,032,267 - - - - 1540 26,033,807
Cash and bank balances 89,006,410 3,756,028 41,520 - - - 92,863,958
Subtotal 151,142,615 27,715,163 94,665,772 155,177,486 138,879,219 621,551,420
Financial liabilities
Borrowings 5,732,735 - 914,112 1,202,479 - - 7849326
Short-term debt instruments 8,667,304 18,657,600 15,592,264 - - 524,000 43,441,208
Placements from banks and other

financial institutions 8,866,263 950,437 3,780,700 - - - 13,597,400
Bonds payables 4011030 853399 25553610 61,804,050 - 3823309 103,755,398
Financial assets sold under repurchase

agreements 142,819,888 2,555,753 118,949 - - - 145,494,590
Derivative financial liabilities 1,001 - 311 - - 6,787,501 6,788,813
Financial liabilities at fair value through

profit or loss 52,493,293 - - - - 4871325 57,364,618
Accounts payables to brokerage clients 73,576,579 - - - - 17801354 91377933
Other payables and accrued charges - - - - - 36450832 36,450,832
Lease liabilities 36,969 44216 219,230 650,308 231,501 - 1,182,224

Subtotal 296,205,062 30,771,425 46,179,176 63,656,837 231,501 70,258,341 507,302,342

Net position (145,062,447)  (3,056,262) 4848659 91,520,649 53,739,664 68,620,878 114,249,078
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55 FINANCIAL RISK MANAGEMENT (continued)
(4) Market risk (continued)

c Interest rate risk (continued)

At December 31, 2023 (Audited)

More than | Morethan | More than
1 month 3 months 1 year

but less but less but less Non-
Less than than than than | More than interest
1 month 3 months 1 year 5 years 5 years bearing

Financial assets

Equity instruments at fair value through

other comprehensive income - - - - - 17,697,437 17,697,437
Debt instruments at fair value through

other comprehensive income 426,248 969,559 6,301,155 54,294,832 8,806,243 - 10,798,037
Financial assets at fair value through

profit or loss 3,055,777 3159071 29220869 98,317,640 40,839,407 104,144,953 278,737,717
Derivative financial assets 275 15,243 418 - - 6,663,201 6,679,137
Advances to customers 9,460,552 18,113,005 56,092,463 - - - 83,666,020
Financial assets held under resale agreements 33,495,354 1611331 13,390,709 1,278,800 - - 49,776,194
Debt instruments at amortized cost 105,954 171,726 413,813 - - - 691,493
Accounts and other receivables - - - - - 8,936,078 8,936,078
Other non-current assets - - - 17,239 23,627 92,906 133,772
Deposits with exchanges and non-bank

financial institutions 7,921,645 - - - - 5,025,464 12,947,109
Clearing settlement funds 37,691,264 - - - - 458 37,691,722
Cash and bank balances 106,621,279 2,865,757 535,580 = - - 110,022,616
Subtotal 198,778,348 26,905,692 105,955,007 142,560,497 677,777,332
Financial liabilities
Borrowings 7,889,545 200,906 - - - - 8,090,451
Short-term debt instruments 6,405527 22,529,344 27,634,000 - - 456,864 57,025,735
Placements from banks and other

financial institutions 18,991,562 2,374,687 5,695,143 - - - 27,061,392
Bonds payables 11,211,594 6,364509 28,239,068 73,623,551 - 2553743 121,992,465
Financial assets sold under repurchase

agreements 140,087,698 2,146,362 450,694 - - - 142,684,754
Derivative financial liabilities - 5,705 - - - 6,933,278 6,938,983
Financial liabilities at fair value through

profit or loss 39,184,029 - - - - 5,351,487 44,535,516
Accounts payables to brokerage clients 98,646,885 - - - - 19205348 117,852,233
Other payables and accrued charges 146,000 92,000 374,400 - - 3844923 39457313
Lease liabilities 43,902 26,334 274,18 674,364 236,700 - 1,255,518

Subtotal 322,606,742 33,739,847 62,667,523 74,297,915 236,700 73,345,643 566,894,370

Net position (123,828,394)  (6,834,155) 43287484 79,610,596 49,432,577 69,214,854 110,882,962
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Notes to the Unaudited Interim Financial Report (Continued)
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FINANCIAL RISK MANAGEMENT (continued)
Market risk (continued)
Interest rate risk (continued)
Sensitivity analysis

The Group conducts sensitivity analysis on interest rates to measure the impact of a reasonably possible

change in interest rates on the Group's profit and equity, assuming all other variables were held constant.
Assuming a parallel change in market interest rate and without taking into account of any possible risk
management activities that may be taken by the management to reduce interest rate risks, the Group's interest
rate sensitivity analysis is as follows:

Sensitivity to profit

June 30, [December 31,

(Unaudited) (Audited)

Increase by 100bps (2,539,536) (3,474,937)

Change in basis points

Decrease by 100bps 2,519,120 3,559,605

Sensitivity to equity

June 30, [December 31,

(Unaudited) (Audited)

Change in basis points

Increase by 100bps (4,947,762) (5,400,396)

Decrease by 100bps 5,090,094 5,587,608
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55 FINANCIAL RISK MANAGEMENT (continued)
(4) Market risk (continued)
d  Foreign currency rate risk

Foreign exchange rate risk represents the adverse changes in the financial position and cash flows of the
Group due to changes in foreign exchange rates. The Group conducts sensitivity analysis on foreign exchange
rates to measure its foreign exchange rate risks. The table below indicates the sensitivity analysis on exchange
rate changes in currencies that the Group has significant exposure, which calculates the impacts to equity arising
from a reasonably possible change in the exchange rate of a foreign currency against Renminbi, assuming all
other variables were held constant. A negative amount reflects a potential decrease in equity, and a positive
amount reflects a potential increase in equity.

Sensitivity analysis of exchange rate

June 30, [December 31,

(Unaudited) (Audited)

Change in exchange rate

Depreciation of USD by 3% (37,530) (24,180)

Depreciation of HKD by 3% (142,679) (52,670)

The table above indicates the impacts on the equity of a depreciation of 3% in USD and HKD against
Renminbi. There will be an opposite impact with the same amount as shown in the above table if the above
exchange rates appreciate by the same percentage. For the exchange rate risk of foreign currency investment,
the entity has set the exchange rate exposure limits and other limits for the net foreign currency investment.
The entity manages the exposures through hedging tools such as foreign currency lending and foreign exchange
forward swaps, and controls the maturity mismatch, therefore the overall exchange rate risk is low.

(5) Operational risk

The Group's operational risks arise from imperfect or problematic internal processes, people and systems
or external events. The operational risk factors of the Group are summarized into seven categories, including:
internal fraud, external fraud, employee policies and workplace safety, clients, products and business activities,
physical property damage, business interruption and IT system failures, execution, settlement and process
management.

The Group emphasize balance of business scale, profitability and risk tolerance level, adhering to carrying
out various operations with prudence, and will not sacrifice operational risk management and controls. During
the current interim period, the Group continued to strengthen operational risk management, and had improved
a sound operational risk management system gradually, which was commensurate with the business nature,
scale and complexity of the Group. Three management tools, namely, self-assessment of operational risk
control, operational risk key risk indicators and operational risk event had been used to effectively enhance
the depth and breadth of operational risk management through various special sorting and investigations for
industry hotspot events and frequent risk-prone areas.
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For financial reporting purposes, fair value measurements are categorized into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements are observable and the significance of the inputs
to the fair value measurement in its entirety, which are described as follows:

Level 1: Inputs are quoted prices (unadjusted) in active market for identical assets or liabilities that the
entity can access at the measurement date;

Level 2:  Inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

Level 3:  Inputs are unobservable inputs for the asset or liability.

(1) Fair value of the financial assets and financial liabilities that are not measured on a recurring
basis

The fair value of financial assets and financial liabilities not measured at fair value on a recurring basis is
estimated using discounted cash flow method.

The directors of the Company consider that the carrying amounts of the financial assets and financial
liabilities not measured at fair value on a recurring basis (including financial liabilities included in the condensed
consolidated statement of financial position of the Group at amortized cost) approximate their fair values as
at June 30, 2024 and December 31, 2023.

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis

If there is a reliable market quote for financial instruments, the fair value of financial instruments is
based on quoted market prices. If a reliable quoted market price is not available, the fair value of the financial
instruments is estimated using valuation techniques. Valuation techniques applied include reference to the fair
value of another instrument that is substantially the same, discounted cash flow analysis and option pricing
models. The inputs used in valuation techniques include risk-free and benchmark interest rates, credit spreads
and foreign exchange rates. Where discounted cash flow analysis is used, estimated cash flows are based on
management’s best estimates and the discount rate used is reference to another instrument that is substantially
the same.

Since the Level 2 and Level 3 of financial assets and liabilities are not quoted in an active market, valuation
technigues are used to estimate the fair value. When estimating fair value using valuation techniques, observable
inputs and data from the practical market (e.g. yield curve of interest rate products, foreign currency exchange
rate, implied volatility, etc.) are adopted. If the observable inputs in the market are not available, the observable
input data that are calibrated as closely as possible to the market observable data are used for estimating
the fair value. Meanwhile, the credit risk, volatility, correlation, etc. of the Group and the counterparties are
estimated by the management. Changes in these factors will affect the estimated fair value of the financial
instruments, therefore there were uncertainty of accounting estimation on carrying balances of the Level 2
and Level 3 of financial assets and liabilities.
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' Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)
56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

The fair value hierarchy, valuation techniques and input used in the fair value measurements of financial

instruments are as set out below:

Financial assets/financial liabilities

1) Financial assets at fair value

through profit or loss

Fair value
asat

Fair value
asat

June 30, |December 31,

2024

2023

(Unaudited) |  (Audited)

Fair value
hierarchy

Valuation technique(s)
and key input(s)

Significant
unobservable inputs

Relationship of
unobservable input to
fair value

Debt securities

- Traded on stock exchanges 2019987 2,669,900 Level 1 Quoted closing pricesin -~ N/A N/A
an active market.

- Traded on stock exchange or 174,582,905 171,922,864 Level 2 Discounted cash flow N/A N/A

interbank market method. Estimated cash
flows discounted at
observable yield curve
reflecting credit risk of
counterparties.

- Bonds with no active market 146,043 471664 Level 3 Discounted cash flow Estimated future cash The higher the estimated
method. Estimated cash ~~flows. Discount rates future cash flows, the
flows discounted at that reflect the risks of higher the fair value. The
unobservable yield curve  counterparties. lower the discount rate,
reflecting credit risk of the higher the fair value.
counterparties.

Equity investments

- Traded on stock exchanges 21,666,886 36,088,560  Level 1 Quoted closing pricesin -~~~ NIA N/A
an active market.

- Traded on stock exchanges 112 30,675 Level2 Quoted closing prices N/A N/A

(inactive) for stocks suspended for
trading adjusted by fair
value changes of similar
securities.
- Traded on stock exchanges 598,206 852,037 Level 3 Market prices adjusted by~ Liquidity discount. The higher the discount,
(restricted) option pricing model for the lower the fair value.
liquidity.
- Traded on National Equities 13425 159,843 Level2 Bid prices quoted by N/A N/A
Exchange and Quotations market dealers.
- Traded on National Equities 160,215 16,863  Level2 Bid prices or negotiated ~~ N/A N/A
Exchange and Quotations prices.
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Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fairvalue |  Fair value
asat asat
June 30, |December 31,
2024 2023 .
Fair value

(Unaudited) | (Audited) | hierarchy

Relationship of
unobservable input to
fair value

Valuation technique(s)
and key input(s)

Significant
unobservable inputs

Financial assets/financial liabilities

1) Financial assets at fair value
through profit or loss (Continued)

- Unlisted Equity 2,077,547 1,041 Level 2 Lastest observable N/A N/A
transaction prices.

- Unlisted Equity 81,895 82321 Level3 Net asset value based The fair value of The higher the underlying
on the fair value of the underlying assets. assets valuation, the
underlying investments. higher the fair value.

- Unlisted Equity 580,147 2,622,562  Level 3 Comparable companies Valuation multiples e.q. The higher the valuation
valuation, adjusted by PIE or P/B JLiquidity multiples, the higher the
liquidity discount. discount. fair value. The higher the

discount, the lower the
fair value.

- Unlisted Equity 432,251 358,835 Level3 Discounted cash flow Estimated future cash The higher the estimated
method. Estimated cash flows. Discount rates future cash flows, the
flows discounted at that reflect the risks of higher the fair value. The
unobservable yield curve  counterparties. lower the discount rate,
reflecting credit risk of the higher the fair value.
counterparties.

- Unlisted Equity 292,220 292,020 Level 3 Latest transaction price Latest transactions prices  The higher the historical
adjusted by option pricng ~ adjusted by differencesin  volatilities, the higher the
model for fiquidity. rights of equity interest fair value

holders using derivatives
models. Historical
volatilties.

Funds

- Traded on stock exchanges 4992629 11,782,397  Level 1 Quoted closing pricesin -~ N/A N/A
an active market,

- Traded on over-the-counter market 33,424,067 29,880,345 Level 2 Based on the net asset N/A N/A
values of the investment,
determined with
reference to observable
(quoted) prices of

underlying investment
portfolio.
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otes to the Unaudited Interim Financial Report (Continued)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Financial assets/financial liahilities

1) Financial assets at fair value
through profit or loss (continued)

Fair value

asat

Fair value
asat

June 30, |December 31,

2024

2023

(Unaudited) |  (Audited)

Fair value
hierarchy

Valuation technique(s)
and key input(s)

Significant
unobservable inputs

Relationship of
unobservable input to
fair value

Other investments

- Wealth management and trust - 101,89  Level 1 Quoted closing pricesin -~ NIA N/A
products and others an active market.
- Wealth management and trust 8511301 12,984508  Level 2 Based on the net asset N/A N/A
products and others values of the investment,
determined with
reference to observable
(quoted) prices of
underlying investment
portfolio.
- Wealth management and trust 465,319 740,532 Level 2 Discounted cash flow N/A N/A
products and others method. Estimated cash
flows discounted at an
observable yield curve
reflecting credit risk of
counterparties.
- Wealth management and trust 7218 110,770 Level 3 Discounted cash flow Estimated future cash The higher the estimated
products and others method. Estimated cash ~ flows. Discount rates future cash flows, the
flows discounted at an that reflect the risks of higher the fair value. The
unobservable yield curve ~ counterparties. lower the discount rate,
reflecting credit risk of the higher the fair value.
counterparties.
- Partnership enterprise 713045 7,297,884 Level3 Comparable companies ~ Valuation multiplese.g.  The higher the valuation
valuation, adjusted by PIE or P/B JLiquidity multiples, the higher the
liquidity discount. discount. fair value. The higher the

discount, the lower the
fair value.
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Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fair value |  Fair value
as at asat
June 30, | December 31,
2024 2023

Relationship of
Fair value | Valuation technique(s) | Significant unobservable input to
Financial assets/financial liabilities | (Unaudited) |  (Audited) | hierarchy | and key input(s) unobservable inputs fair value

2) Debt instruments at fair value
through other comprehensive

income
Bonds
- Traded on stock exchanges - 280522 Level 1 Quoted closing pricesin -~ NIA N/A
an active market.
- Traded on stock exchange or 69,338,028 70517515  Level2 Discounted cash flow N/A N/A
interbank market method. Estimated cash
flows discounted at
observable yield curve
reflecting credit risk of
counterparties.
3) Equity instruments at fair value
through other comprehensive
income
Equity investments
- Traded on stock exchanges 4701175 1,617,654 Level 1 Quoted closing pricesin -~ NIA N/A
an active market.
- Traded on stock exchanges 2577 1417 Level 2 Quoted closing prices N/A N/A
(inactive) for stocks suspended for
trading adjusted by fair
value changes of similar
securities.
- Traded on National Equities 563 - level Bid prices or negotiated N/A N/A
Exchange and Quotations Prices.
- Traded on stock exchanges 63,500 - Levelt Quoted closing pricesin -~ N/A N/A
an active market.
- Others 1,400 2107 Level2 Lastest observable N/A N/A
transaction prices.
- Traded on stock exchange or 28,057,321 16,076,259  Level 2 Discounted cash flow N/A N/A
interbank market method. Estimated cash
flows discounted at
observable yield curve
reflecting credit risk of
counterparties.
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56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fairvalue |  Fair value
as at as at
June 30, | December 31,
2024 2023

Relationship of
Fair value | Valuation technique(s) | Significant unobservable input to
Financial assets/financial liabilities | (Unaudited) | (Audited) | hierarchy | and key input(s) unobservable inputs fair value

4) Derivative financial instruments

- Interest rate Swap - assets 47,278 15,936 Level2 Discounted cash flows /A /A
with future cash flows
that are estimated based
on contractual terms,
discounted at a rate that
reflects the credit risk.

- Interest rate swap - liabilities 5871 14927 Level2 Discounted cash flows N/A N/A
with future cash flows
that are estimated based
on contractual terms,
discounted at a rate that
reflects the credit risk.

- Bond futures - assets 1,180 3983 Level ! Quoted closing pricesin-~~ N/A N/A
an active market,

- Bond futures - liahilities 1,306 13627 Level 1 Quoted closing pricesin -~ N/A N/A
an active market.

- Equity return swaps - assets 3887771 3771632 Level2 Calculated based on N/A N/A
the difference between
the equity return of
underlying securities and
the fived income agreed
in the swap agreements.

- Equity return swaps - liabilities 3,377,055 4180517  Level2 Calculated based on NA N/A
the difference between
the equity return of
underlying securities and
the fived income agreed
in the swap agreements.

- Stock index futures - assets 4394 8,789 Level 1 Quoted closing prices in N/A N/A
an active market.

- Stock index futures - liabilties 8,839 118,173 Level 1 Quoted closing pricesin~~ N/A N/A
an active market.
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Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fair value |  Fair value
as at asat
June 30, | December 31,
2024 2023

Relationship of
Fair value | Valuation technique(s) | Significant unobservable input to
Financial assets/financial liabilities | (Unaudited) |  (Audited) | hierarchy | and key input(s) unobservable inputs fair value

4) Derivative financial instruments
(continued)

=
=

- Stock index futures - assets 61,606 - Level2 Calculated based on the N N/A
difference between the

underlying commodity

market price and the

reference price agreed by

counterparties.

- Stock index futures - liabilities 355,879 - Level2 Calculated basedon the N/ N/A
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

=

- Options - assets 717,532 299,665 Level 1 Quoted closing pricesin~~~ N/A N/A

an active market.

- Options - liabilities 1,042,353 648,397 Level 1 Quoted closing pricesin -~ N/A N/A
an active market.

- Over-the-counter option - assets 23,665 50,959 Level2 Option pricing model. N/A N/A
Key inputs mainly include
the underlying price, the
strike price and time to
expiry.

- Qver-the-counter option 408,484 18,004  Level 2 Option pricing model. N/A N/A
- liabilities Key inputs mainly include
the underlying price, the
strike price and time to

expiry.

- Over-the-counter option - assets 4564303 1666384 Level3 Option pricing model. Historical volatility of The higher the historical
the share prices of the volatilty, the higher the

securities. fair value.
- Over-the-counter option 1,376,063 971,163 Level 3 Option pricing model. Historical volatility of The higher the historical
- liabilities the share prices of the volatilty, the higher the
securities. fair value.
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A Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fairvalue |  Fair value
asat

Relationship of
Fair value | Valuation technique(s) | Significant unobservable input to
Financial assets/financial liabilities | (Unaudited) | (Audited) | hierarchy | and key input(s) unobservable inputs fair value

4) Derivative financial instruments
(continued)

2024

- Foreign exchange contracts 36,211 47280 Level2 Discounted cash flows. N/A N/A
- 35eS Future cash flows are
estimated based on
forward and contractual
interest rates, discounted
at rates that reflects the
credit risk.

- Foreign exchange contracts 88,941 5944 Level 2 Discounted cash flows. N/A N/A
- liabilities Future cash flows are
estimated based on
forward and contractual
interest rates, discounted
at rates that reflects the
credit risk.

- Currency futures - assets 5 27 Level ! Quoted closing pricesin -~ NIA N/A
an active market.

- Curreny futures - liabilities 8 272 Level 1 Quoted closing pricesin -~~~ NIA /A
an active market.

- Currency futures - assets - 7753 Level2 Calculated basedon the N/ N/A
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

=
=

- Currency futures - liabilities - 14331 Level2 Calculated based on the N/A
difference between the

underlying commodity

market price and the

reference price agreed by

counterparties.
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(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Fairvalue |  Fair value

asat asat
Jun;;& Decembezro3213, Relationship of
Fair value | Valuation technique(s) | Significant unobservable input to
Financial assets/financial liabilities | (Unaudited) |  (Audited) | hierarchy | and key input(s) unobservable inputs fair value
4) Derivative financial instruments

(continued)

- Credit default swap - liabilities - 430 Level?2 Discounted cash flows. /A /A
Future cash flows are
estimated based on
forward and contractual
interest rates, discounted
at rates that reflects the
credit risk.

- Credit default swap - assets - 1556 Level 3 Discounted cash flows The agreed retum rate. The higher the agreed
with future cash flows retun rate, the higher the
that are estimated fair value.
based on the difference
of agreed return and
expected market retur.

- Credit default swap - liabilities 50 4017 Level3 Discounted cash flows The agreed retum rate. The higher the agreed
with future cash flows retun rate, the higher the
that are estimated fair value.
based on the difference
of agreed return and
expected market retur.

- Commodity futures - assets 16,466 369,366 Level 1 Quoted closing prices in N/A N/A
an active market.

- Commodity futures - liabilities 741 509,041  Level 1 Quoted closing prices in N/A NA
an active market.
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otes to the Unaudited Interim Financial Report (Continued)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Financial assets/financial liabilities

4) Derivative financial instruments
(continued)

Fair value

asat

2024

Fair value

(Unaudited) |  (Audited)

Fair value
hierarchy

Valuation technique(s)
and key input(s)

Significant
unobservable inputs

Relationship of
unobservable input to
fair value

- Commodity swap - assets

317,042

426,837

Level 2

(alculated based on the
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

N/A

- Commodity swap - liabilities

%,276

439,417

Level 2

Calculated based on the
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

N/A

- Commodity forward contracts
- assets

8,949

Level 2

Calculated based on the
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

/A

- Commodity forward contracts
- liabilities

3

Level 2

Calculated based on the
difference between the
underlying commodity
market price and the
reference price agreed by
counterparties.

N/A

/A

- Bond forward contracts - assets

1

Level 3

Discounted cash flows
with future cash flows
that are calculated

based on the difference
between quoted

closing price and the
reference price agreed by
counterparties.

The settlement price
agreed in the agreements.

The higher the settlement
price, the higher the fair
value.
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(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Financial assets/financial liabilities

4) Derivative financial instruments
(continued)

Fair value
asat

June 30, |December 31,

2024

(Unaudited) | (Audited) | hierarchy

Fair value
asat

Relationship of
unobservable input to
fair value

2023

Fair value | Valuation technique(s)

and key input(s)

Significant
unobservable inputs

- Bond forward contracts - liabilities

203

- level3 Discounted cash flows The settlement price The higher the settlement
with future cash flows agreed in the agreements. price, the higher the fair
that are calculated value.

based on the difference

between quoted

closing price and the

reference price agreed by

counterparties.

5) Financial liabilities at fair value
through profit or loss

- Structured entities

1419,618

1,464,805 Level2 Based on the net asset N/A /A
values of the investment,

determined with

reference to observable

(quoted) prices of

underlying investment

portfolio.

- Equity securities

1,579,665

1,798,215 Level 1 Quoted closing prices in N/A NA

an active market.

- Debt securities

52,493,293

Discounted cash flow N/A N/A
method. Estimated cash

flows discounted at

observable yield curve

reflecting credit risk of

counterparties.

39,184,029 Level 2

- Structured notes

1423,092

1,641,628 Based on the net asset N/A N/A
values of the investment,

determined with

reference to observable

(quoted) prices of

underlying investment

portfolio.

Level 2
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Notes to the Unaudited Interim Financial Report (Continued)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a

recurring basis (continued)

Fairvalue |  Fair value

asat

i Fair value

(Unaudited) |  (Audited) | hierarchy

Financial assets/financial liabilities

5) Financial liabilities at fair value
through profit or loss (continued)

Valuation technique(s)
and key input(s)

Significant
unobservable inputs

Relationship of
unobservable input to
fair value

- Income right 64,736 66,117 Level 3 Net asset value based The fair value of The higher the underlying
on the fair value of the underlying assets. assets valuation, the
underlying investments. higher the fair value.

- Others 224,360 216,320 Level 1 Quoted closing prices in N/A N/A
an active market.

- Others 159,854 164,402 Level2 Calculated based on N/A N/A
the difference between
the equity return of
underlying securities and
the fived income agreed
in the swap agreements.

The fair value of the financial instruments in Level 3 is not significantly sensitive to a reasonable change

in these unobservable inputs.
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Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)
FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Analysis of financial instruments, measured at fair value at the end of the current interim period and at

December 31, 2023, by level in the fair value hierarchy into which the fair value measurement is categorized
as follows:

As at June 30, 2024 (Unaudited)

Financial assets

Financial assets at fair value through

profit or loss 28,679,502 219,235,901 9,268,496 257,183,899
— Debt securities 2,019,987 174,582,905 146,043 176,748,935
- Equity investments 21,666,886 2,252,309 1,984,719 25,903,914
- Funds 4,992,629 33,424,067 - 38,416,696
- Others - 8,976,620 7,137,734 16,114,354
Derivative financial assets 740,083 4,373,633 4,564,303 9,678,019

Debt instruments at fair value through
other comprehensive income - 69,338,028 - 69,338,028

Equity instruments at fair value
through other comprehensive
income 4,764,675 28,061,861 - 32,826,536

Subtotal 34,184,260 321,009,423 13,832,799 369,026,482

Financial liabilities

Financial liabilities at fair value through
profit or loss 1,804,025 55,495,857 64,736 57,364,618

Derivative financial liabilities 1,079,991 4,332,506 1,376,316 6,788,813

Subtotal 2,884,016 59,828,363 1,441,052 64,153,431
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(Expressed in thousands of Renminbi, unless otherwise stated)

56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a

recurring basis (continued)

Financial assets

As at December 31, 2023 (Audited)

Financial assets at fair value through

profit or loss 50,642,753 216,006,671 12,088,293 278,737,717

- Debt securities 2,669,900 171,922,864 471,664 175,064,428

- Equity investments 36,088,560 478,422 4,207,975 40,774,957

- Funds 11,782,397 29,880,345 - 41,662,742

- Others 101,896 13,725,040 7,408,654 21,235,590
Derivative financial assets 681,830 4,329,346 1,667,961 6,679,137
Debt instruments at fair value through

other comprehensive income 280,522 70,517,515 - 70,798,037
Equity instruments at fair value

through other comprehensive

income 1,617,654 16,079,783 - 17,697,437

Subtotal

Financial liabilities

53,222,759

306,933,315 13,756,254

373,912,328

Financial liabilities at fair value

through profit or loss 2,014,535 42,454,864 66,117 44,535,516
Derivative financial liabilities 1,289,510 4,673,893 975,580 6,938,983
Subtotal 3,304,045 47,128,757 1,041,697 51,474,499
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Notes to the Unaudited Interim Financial Report (Continued)
(Expressed in thousands of Renminbi, unless otherwise stated)
56 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Reconciliation of Level 3 fair value measurements:

Financial liabilities
(Unaudited) (Unaudited)

As at January 1, 2024 13,756,254 1,041,697
Gain or losses for the period 2,736,219 614,372
Additions 150,996 289,095
Sales and settlements (651,689) (504,112)
Transfers into Level 3 225,595 -
Transfers out Level 3 (2,384,576) =
As at June 30, 2024 13,832,799 1,441,052

Total gains or losses for the period included in profit or loss for
assets/liabilities held at the end of the reporting period 2,826,424 554,910

Financial liabilities
(Audited) (Audited)

As at January 1, 2023 12,595,193 465,932
Gain or losses for the year 1,863,033 227,606
Additions 1,728,483 588,865
Sales and settlements (2,094,686) (249,284)
Transfers into Level 3 2,109,435 8,578
Transfers out Level 3 (2,445,204) -
As at December 31, 2023 13,756,254 1,041,697

Total gains or losses for the year included in profit or loss for

assets/liabilities held at the end of the reporting period 2,014,762 229,831
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(Expressed in thousands of Renminbi, unless otherwise stated)

(2) Fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis (continued)

Reconciliation of Level 3 fair value measurements: (continued)

For the fair value of the financial assets and financial liabilities that are measured at fair value on a
recurring basis, the Group reassesses the hierarchy category at the end of each reporting period, based on the
lowest level input that has a significant impact on the overall fair value measurement, to determine whether
there are any transfers between different levels. In both the first half year of 2024 and the year of 2023, the
Group had equity investments that were transferred from Level 3 to Level 1, because the trading restrictions
on these investments had been lifted and their fair values were determined based on quoted closing prices in
an active market without any liquidity discounts. In addition, in the year of 2023, there were also some equity
investments that were transferred between Level 3 and Level 2. The reason for transfers from Level 3 to Level
2 was that the valuation technique based on significant unobservable inputs used for these investments had
changed to valuation technique based on the most recent market transaction prices, and vice versa for transfers
from Level 2 to Level 3.

(1) Bond issue

On July 1, 2024, the Company issued the second tranche of corporate bonds to professional investors. Type
I 'is named as “24 China Merchants Securities G2", the aggregate principal amount of which is RMB1 billion,
its duration is 3 years, and the interest rate is 2.15% per annum. Type Il is named as “24 China Merchants
Securities G3", the aggregate principal amount of which is RMB6 billion, its duration is 4 years, and the interest
rate is 2.25% per annum.

On July 11, 2024, the Company issued the eighth tranche of short-term corporate bonds to professional
investors. Type | is named as “24 China Merchants Securities S15”, the aggregate principal amount of which
is RMB1 billion, its duration is 224 days, and the interest rate is 1.95% per annum. Type Il is named as “24
China Merchants Securities S16"”, the aggregate principal amount of which is RMB1 billion, its duration is 253
days, and the interest rate is 1.96% per annum.

On August 7, 2024, the Company issued the ninth tranche of short-term corporate bonds to professional
investors. Type | is named as “24 China Merchants Securities S17”, the aggregate principal amount of which
is RMB1 billion, its duration is 134 days, and the interest rate is 1.79% per annum. Type Il is named as "“24
China Merchants Securities S18"”, the aggregate principal amount of which is RMB2 billion, its duration is 225
days, and the interest rate is 1.85% per annum.

On August 8, 2024, the Company issued the fourth tranche of subordinated corporate bonds to professional
investors. Type Il is named as “24 China Merchants Securities C8”, the aggregate principal amount of which is
RMB3 billion, its duration is 5 years, and the interest rate is 2.12% per annum. Type | is not issued.

Except for the above disclosures, no material events occurred during the period from June 30, 2024 to
the date of this report have to be disclosed.
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(Expressed in thousands of Renminbi, unless otherwise stated)

(2) Profit distribution

The Group’s 2023 Annual General Meeting authorized the Board of Directors to determine the interim
profit distribution for the period ended 30 June 2024, not exceeding RMB880 million. Following the approval
at the 8th meeting of the 8th Board of Directors on August 30, 2024, the Company proposed a cash dividend
of RMB1.01 (inclusive of tax) per 10 shares to all shareholders based on total capital of 8,696,526,806 shares
as the interim profit distribution for the period ended 30 June 2024, amounting to a total profit distribution
of RMB878,349.21 thousand.

As of June 30, 2024, the Group had capital commitments of USD30,000 thousand that were contracted
but not provided for, mainly representing the investment commitments of the Group.

As of June 30, 2024, the Group did not have any significant contingencies.
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' Chapter 10: Information Disclosure of a Securities Company

I. Relevant Information on the Major Administrative Approvals of the Company

Issuin . Date of
9 Title Document No.

authority announcement

Approval for the Registration of Corporate
Bonds Publicly Issued by China Merchants Zheng Jian Xu

Securities Co., Ltd. to Professional Ke [2024] No.
1 CSRC . J 14, 2024
Investors 923 (RBESFFA] une

(ARFEEREESFBRNBRARAEEER  [2024]9235%)
BEARBITARBESEMOME)
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Address © 111 Fuhua First Road,
Futian Street, Futian District, Shenzhen

Telephone : 0755-82943666
Fax : 0755-82943100
Postal code : 518046
www.cmschina.com.cn

Customer Service Hotline : 95565
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