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INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the Hailong
IBC in respect of the Proposed Merger (including the Special Deal) and the Proposed
Placement. Our appointment as the independent financial adviser has been approved by the
Hailong TBC as set out in Joint Announcement dated 9 October 2024. Details of the Proposed
Merger (including the Special Deal) and the Proposed Placement are set out in the "Terms and
information of the Proposed Merger and the Proposed Placement" contained in the Joint
Circular dated 22 November 2024, of which this letter forms part. Terms used in this letter shall
have the same meanings as those defined in the Joint Circular unless the context requires
otherwise.
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Proposed Alerger

On 9 October 2024, Guotai Iunaii Securities and Hailong Securities entered into the

Merger Agreement with respect 10 the Proposed Merger whicli sets fortlT detailed terms and
conditions for implement Ina the Proposed Mergei'

The Pi'oposed Merger will lake the form of a merger by absorption by Guotai Iunan
Securities issuing, on the basis of a single EXchange Ratio, Guotai Iunan A Shares and Guoiai
Iunan H Shares to all the 1101ders of Hailong A Shares and Hailono H Shares respectively. in
exchanoe for all of the issued shares of Hailong Securities. Upon CIOsino. the Post-Merger
Company will assume all assets. liabilities, businesses. employees, contracts. qualifications
and all other rights and obligations of Hailong Securities

The EXchange Ratio, being 0.62: I (rounded 10 two decimal places), has been agreed after
arm's length negotiations between Guotai Iunan Securities and Hailono Securities by takino
into account the Market Reference Pi'ices of the A shares of the two companies, and after
deductino the Guotai Iunan 2024 Intel'jin Dividend and Hailon0 2024 Interim Dividend

respectively

For the interests of the Disinterested Hailong H Shareholders, this nieans that I Hailono
H Share shall be exchanged for 0.62 Guoiai Iunan H Shares to be issued by Guoiai Iunan
Securities.

Proposed Placement

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-Merger Company. and replenisli the workino capital, Guotai Iunan Securities
proposed 10 approve the issuance of such number of Placement A Shares at an issue price of
RMB15.97 per Placement A Share to the Subscriber for' a total consideration of lip to
RMB10.000,000,000. in 1111s reaard, Guoiai Junan Securities and the Subscriber entered into

the Placement Subscription Agreement on 9 October 2024. The net proceeds from 111e Proposed
Placement are intended to be used for international business. tradino and investment business.

digitalisation and replenishing working capital

The Proposed Placement will be undei'taken concurrently with the Share EXchange

Special Deal

The BOCI Asia Hailono Put Option ATranoement is not extended to all Hailono

Shareholders, and is therefore considered as the Special Deal. As the Special Deal is not
capable of being extended to all Hailong Shareholders. it is subject to the consent of the

Executive and the approval of the Independent Hailong Shareholders.
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The Haitong IBC

The Haltong IBC, comprising all of the non-executive directors and independent
non-executive directors of Hailono Securities, being Mr. TU Xuanxuan, Mi'. SHI Lei, Ms
XIAO Hehua. Mr. XU Jianguo. Mr. ZHOU Yu. Mr. FAN Reli Da Arithony, Mr. MAO Fugen and
Mr. MAO Huigano. has been established 10 nTake recoiniiiendaiions to the Independent Haltonu
Shareholders and the Disinterested Hailong H Shareholders as to (i) whetliei' the Proposed
Merger (including the Special Deal) and the Proposed Placement are fair and reasonable: and
(ii) wheiher to vote in favour of the Proposed Merger (including the Special Deal) and 111e
Proposed Placement at the Hailono EGM and the Hailong H Shareholders' Class Meetino.

THE INDEPENDENT FINANCIAL ADVISER

As the independent financial advisei' willI respect to the Proposed Merger and the
Proposed Placement, our role is to advise the Hailong IBC as 10 (1) whether the Proposed
Merger (including the Special Deal) and the Proposed Placement are fair and reasonable: and
(11) whethe!' the Independent Haltong Shareholders and the Disinterested Haltong H
Shareholders should vote in favour of the Proposed Merger (including the Special Deal) and
the Proposed Placement at the Hailong EGM and the Hailono H Shareholders' Class Meeting

We (i) are not associated or connected, financial or otherwise. willI Hailong Securities or
Guotai Junan Securities. their respective controlling shareholders or any parties actino. or
presumed to be acting, in concert with any of them; and (ii) save Inat we were 13reviously
engaged as the independent financial adviser in relation to the privatisation of Hailong
International Securities Group Limited (stock code: 665 (delisted)) ("Haitong International
Securities"), being a subsidiary of Hailong Securities and the details of which are set out in
Hailono International Securities' scheme document dated 22 November 2023, we have 1101

acted as the financial adviser or independent financial adviser in relation to any transaction of

Hailon a Securities or Guotai Junan Securities. their respective controllino shareliolders or any
parties acting in concert with any of them in the last two years prior to the date of the Joint
Circular

Pursuant to Rule 13.84 of the Listing Rules and Rule 2 of the Takeovei's Code. and Diven

that (1) remuneration for' our engagement 10 0pine on the Proposed MeI'gu' (including the
Special Deal) and the Proposed Placement is at niarket level and not conditional lipon the
outcome of the Proposed Mergei' (including the Special Deal) and the Proposed Placement; (11)
no arrangement exists whereby we shall receive any fees or benefits from Hailong Secui'ities
(o1hei' than OUT said remuneration) or Guoiai Iunan Securities. their respective controlling
shareholders or any parties acting in concert with any of theIn; and (iii) our engagement is on

normal commercial terms and approved by the Hailong TBC. we are independent of Hailong
Securities or Guoiai Iunaii Securities. their respective controlling shareholders or any parties
acting in concert with any of them and call act as Ihe independent financial adviser 10 the
Hailong IBC in respect of the Proposed Mergei' (including the Special Deal) and the Pi'oposed
Placement
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BASIS OF OUR ADVICE

In formulating ou^ opinion, we have reviewed, allTongsi oiliers (i) the Joint
Announcemeni; (Ii) the audited consolidated financial statements of the Hailono Group foi' the
nine 1110nths ended 30 September 2024 as set out in Appendix H to the Joint Circulai'; (111) the
interim report of Hailong Securities for the six In on Ihs ended 30 June 2024 (the "Haitong 2024
Interim Report"); (Iv) the annual I'epoi'I of Hailong Securities for the year ended 31 December
2023 (the "Haitong 2023 Annual Report"): (v) the quarterly report of Guotai Iunan for 111e
nine 1110nihs ended 30 September 2024 (the "Guotai Iunan 2024 Third Quarterly Report");
(vi) the interim report of Guotai Iunan Securities for the six months ended 30 June 2024 (the
"Guotai Iunan 20241nterim Report"): (vii) the annual report of Guotai Iunan for the year
ended 31 December 2023 (the "Guotai Iunan 2023 Annual Report"); and (viii) other
information as set out in the Joint Circular

We nave relied on the statements, information, opinions and representations contained or
I'eferred to in the Joint Circular and/or provided 10 us by Hailono Secui'illes. the Directors and
the ITTanagement of Hailong Securities (collectively the "lv'Ianagement"). We have assumed
that all statements, information, opinions and representations contained o1' referred to in the
Joint Circular and/or provided to us were true, accurate and coinplete in all niaterial aspects at
the lime they were made and continued to be so as at the Latest Practicable Date. Hailono

Securities will notify the Disinterested Haltono H Shareholders of any material changes to
information contained or referred to in the Joint Circular as soon as practicable in accordance
with Rule 9.1 of the Takeovers Code. The Disinterested Hailong H Shareholders will also be
informed as soon as practicable when there are any nTaterial charities to the information
contained or referred 10 herein as well as changes to OUT opinion. if any, after the Latest
Practicable Date, and before the Hailong EGM and the Hailono H Shareholders' Class Meetino

We nave no reason to believe that any statements, information, opinions or
representations relied on by us in forming oui' opinion is untrue. in accurate or misleading, nor
are we aware of any material fact the omission of which would render the statements,

information, opinions or representations provided to us untrue. Inaccuraie or misleading. We
have assumed that all the statements. information, opinions and representations for matters
relating to Haltong Securities contained or referred 10 in the Joint Circular, and inforination

relating 10 Hailong Securities provided 10 us by Haltong Securities and the Mariauement have
been reasonably made after due and careful enquiry. We have relied on such statements.
information, opinions and representations and consider that we Ilave been provided willI and
have reviewed sufficient information to reacli an informed view and to provide a reasonable
basis foi' OUT opinion. We nave not conducted any independent invest10aiion into the business,
financial conditions and affairs or the future prospects of the Haitong Group

We nave not considered the taxation implications on the Disinterested Hailong H
Shareholders arising from approval or disapproval of the Proposed Me roer, if any. and
therefore we will not accept responsibility for any lax effect or liability that may potentially
be incurred by the Disintei'ested Hailono H Shareholdei's as a result of the Proposed Me roer.
in particular, the Disinterested Hailono H Shareholdei's wlio are subject to Hong Konu or
overseas taxation on dealings in securities are urged to seek their own professional advice on
lax matters
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PRINCIPAL FACTORS AND REASONS CONSIDERED

in arrivino at our advice for the Pi'oposed Merger and the Proposed Placement. we have
taken into consideration, among other things, the following

I. Business and financial information of Haitong Securities

1.1. Backgrow"of of Hnito, Ig Sec"rines

Hailono Secui'illes is a listed company with lis A shares listed on the SSE since 2007 and
its H shares listed on the Hono Kong Stock EXchange since 2012. Hailong Securities' primary
businesses are wealili Inariagement. investment banking, asset management, 11'adjng and
institutional client services and financial leasing

1.2. Historic"I findncinl performance of H"itorig Securities

Set out below is a table summai'is ing certain key financial information of the Hailong
Group for its financial years ended 31 December ("FY") 2022 and 2023 ("FY2022" and
"FY2023") and the six montlis ended 30 June 2023 and 2024 respectively ("IH2023" and

"IH2024"), as extracted from the Hailong 2023 Annual Report and the Hailong 20241nterim
Report.

Consolidated statement of profit or loss

RMB 1111/1^^1'

Total revenue, gains and other

Total expenses
Share of results of associates and

Joint \, entUTGS

Profit for the year/period
attributable to equity 1101ders

of Haitong Securities

Income

FY2022

toudiied)

(I'esidied)

FY2023

(dHdr!ed)

41,980

(34,768)

IH2023

(uiid!!dired)

787

41,765

(40,743)

6,545

IH2024

(11) muchied)

544

26,027

(21,255)

1,008

480

17,593

(15,616)

(71)

3,830

-5-
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Breakdown by business seginent and geographical segment

Mir 1111/11,11

1,122

1,111ii, .ill

mini, 111

ProfitScgmenl Seamenl Profil Profit ProfitSegment Segment

Re\enu" resulls margin Rev"nue r'sulis margin Rumue results margin Re\enue r'sulls margin

1:11 Iqi I, I I, !

Wealth manageinen!

in\ Ninen! banking

A\xi managemeni

Trading and untilut10nai

clieni sei\ices

Financial leasing

Others

Total rcVCnue, gains
and other income

15:53

4,651

I858

rum3

unfurllj

6411

2.11!

1197

4,465

8,974

5,779

Wealth ntanagement business revenue had overall decreased in FY2023 and IH2024 due

to lower securities brokino fee income and decrease of financino business income respectively
Meanwhile, investment bankino business revenue was particularly affected in IH2024, due to
a decrease in fund raised from IPOs (initial public offerin OS), leadino to a decline in equity
underwriting income

410

469

419

14,221j

1,751

11001

14.168

4,345

1,476

Iru1:3

11/1/'11ilil, of I

41,981

194.6j

195

1181

2336

1,554

"I

5,316

9097

6163

Revenue of asset management business reduced in line with lowei. Inariaoement fee rates

in FY2023 and IH2024. But Haltono Group 11ad Initigated such impact Ihrouuh Asset Under
Management ("AUM") increases by promoting the 11'allsforinaiion of businesses and function

and continuously improving the level of product innovation and investment and research ability
in IH2024.

16.3

158

176

11.4"I 11,171

1912 110

1107i 15 co

7,081

1,514

I. I 81

IH:0:4

11/11niidilt"

41,765

1,737

90s

128

6,040

4,620

4,589

Trading and institutional client services segment revenue fluctuated over FY2023 and
IH2024 due to fluctuation of market. This business segment recorded relatively lame losses
mainly in the overseas business due to fair value changes of the investment securities held as
well as increase in finance costs under the 111gh interest rate environment

145

161

!7.7

91!

"7

1401

6,249

1249

1101

26127

15.1

!0.1

1091

1117

61

4:0

Financial leasing business remained stable durino the periods as Hailong Group manaoed
to seize opportunities during market recovery by focusing on serving national strategy and
sei'ving the real economy which pertains to the production. purchase and flow of goods and
services within tile economy; in contrast with the financial economy whicli focuses on
11'an saciions of money and other financial assets

4,193

4040

759

21 I

50

11.1

1,741

955

lirei

17,593

116.1 j

21.6

(135)

Ovei'all. 101al revenue, gains and other income remained stable in FY2023 coinpai'ed with
FY2022 but experienced a more pronounced decline in IH2024 compared willI IH2023 due to
the combination of reasons above
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RMB 11/11/1011

Domestic business

Overseas business

Total revenue, gains and
other income

During FY2023 and IH2024. Hailono Gi'oup's profitable domestic business was
negatively inipacted by losses of its overseas business. in particular in Hong Kong due to fair
value changes of the investment securities held as well as increase in finance costs under the

high interest rate environment

(1) We'll/I Jimiingeiiieiii bMsiiiess

During FY2023. Haltono Group continued its focus on the main theme of servino national
strategies and the real economy and had acted on the general principle of pursuing progress
while ensurino stability. On the backdrop of a \, o1atile market willT low tradino liquidity,
securities companies saw decrease in brokerage commission rates, decline ill the value of
traditional channel business (whiclt is to provide clients with brokin. , dealing and handlin,
services for securities) and narrowing profitability. Meanwhile, the scale of margin financing
and securities lending market increased in line with o0vernment's counter-cyclical adjustment
policies

Under the new "National Nine Guidelines" for' capital markets, the "I+N" policy regime
of the capital market refers to a basket of policies issued by Chinese government, 10 effective Iy
implement the new National Nine Guidelines along witli ancillary niarket rules and measures
Haltong Gl'oup 's wealili management business adopted the "investor oriented" business
philosophy, accelerating its transformation towards a customer-centl'IC buyer-side services
model

FY2022

Profit

Inargin

I%I

Revenue

32,957

9,023

FY2023

Revenue

41,980

33.4

(419)

Profit

margin

I%-I

PISS

9,510

17.2

IH2023

Revenue

41,765

21.2

16/01

Profit

Inargin

I%I

18.666

7361

2.5

IH2024

Revenue

26,027

247

2.3

Profit

margin

I%)

12858

4,735

18.3 17,593

267

(306)

Reini/ business uiid sriles of illdiici'o1 I'd11cis

11.2

The table below sets out Hailong Group's tradino volume of stocks and funds:

RMB bill^^11

Trading volume of stocks

Trading volume of funds
Total

WillI the implementation of the institutional transformation of its wealth
management business and continuous efforts on its sales of financial products business,
Hailong Group had largely been able to sustain its tradino volume of stocks and funds

dui'ing FY2023 and IH2024 as shown above despite the severe Inarket challenges

FY2022

13,680

3,383

17,063

FY2023

12,505

3,502

16,007

IH2023

-7-
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1,597

8,248

IH2024

5,836

1,562
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Separately during IH2024. the Haltong Group 11ad built a CUSIonTer-centric
full-spectrum product nTati. ix which focused on fixed-income products. This had resulted
in tile average daily balance of financial products distributed by Hailong Group recording
year-on-year Increase of approximately 3.6%. in particular, the balance of publicly

offered bond investment products increased by approximately 108.9%. and the balance of
privately offered fixed income products increased by appi'oximately 81.2%.

FilialICiiiq bi!$1'11ess tilld 1111/11'es b!1,111ess

The table below sets out Hailono Gi'oup's balances of various categories of
financing business

RMB bi7tion

Balance of niai'gin financing and
securities lending business

Balance of stock pledge business
Balance of stock repo transaction
Total

The balances of Hailong Group's Inargin financing and securities lending business
had maintained relatively stable as at 31 December 2022.31 December 2023 and as at 30
June 2024 despite nTarket ITeadwinds. Interest income from advances to customers on
margin financino however decreased by about 10.0% in FY2023 compared to FY2022

while it decreased by about 13.9% during IH2024 compared willl IH2023 as shown
below

As at

31 December

2022

As at

31 December

2023

RMB 111i/troll

61.2

27.4

02

88.8

Interest income froin

advances to customei's

on margin financing

As at

30 June

2024

Hailong Group's futures business also developed steadily, willI the scale of futures
asset management business incl'easing approximately 118% 111 FY2023 and a further
approximately 27% in IH2024. There was also year-on-year increase of approximately
350% for new sales \, o1ume of funds in FY2023 and such volume continued 10 grow in
IH2024

65.6

26.2

0.0

91.8

FY2022

inndiicd)

(I'esm!ed)

60.9

22.7

00

83.6

FY2023

(d!Idi!ed)

4,644

IH2023

illiio!Idiied)

4,179

IH2024

illiiuHdi!ed)

2,116

-8-
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(11) nine. ,1111eiii bniikiiig hurliic, s

Stock issuance in A-shai'e niarket reduced in FY2023 alono willI overall slowdown of

global economies. The number of IPOs (initial public offerin us) and oilier offerings declined
in IH2024 amidsi more robust market regulations. Bond financing meanwhile nTaintained a
orowino trend during FY2023 and IH2024

E 1111\, 1/7/'11ciii0 o11d boild 1/1/'11Ciii

in FY2023, Hailong Group adhered 10 its "specialisation" route, focusing on
benchmai'k pi'ojects and facilitating Ieclinology enterprises in self-reliance. Meanwhile,
the underwritten amount for Haltono Group's bond financino increased on the back of its

innovation-driven development. In particular during IH2024, the Hailong Group
conducted an issuance of RMB3.5 billion Yulan bonds (being Chinese corporate bonds

denominated in foreign CUI'rencies, issued Ihrougli the Shanghai Clearing House), which
is the first of its kind and the largest bond issuance transaction in China

(111) Assei 111niiuge, lieiii busiiies. ,

Fwiid 1110/1n e, lieni coin nily rind HT Assei Malln eiiieiii

As at 30 June 2024, the total AUM of Haltong Group's asset ntanaoement business
totalled over RMB2.0 trillion. Hailong Group's AUM for its fund manaoemeni business
under Fullgoal Fund Management Co. . Ltd and HFT Investment Management Co. , Ltd
Drew durino FY2023 and IH2024

Total AUM of Fullgoal Fund Management Co. . Ltd reacl\ed nearly RMB 1.5 trillion
where AUM of niuiual funds exceeded RMB990 billion, and its fixed income pi'oducis

increased significantly.

As at 30 June 2024. the AUM of HFT Investment Management Co. , Ltd amounted
to RMB422. I billion, continuino an upward trend. The amount of lion-money funds

products was RMB114.5 billion. representing an increase of 11.7% as compared to the

beginning of 2024. HFT Investment's bond ETFs surpassed RMB40 billion, position inc
it as a Inarket leader in the domestic market with the most extensive ranoe of bond ETFs,

hiohesi AUM and richest experience in investment management

Pi'Ivnle e 1111\, 1111ds tilld o1, ci'sens duel Jim, loneiiieiit

in FY2023, Hailong Group invested in 52 new private equity projects and
established 10 new funds, increasing the number of funds under management to 63 funds
and AUM by I I%, and it has also SIoned up three niaster funds. Hailono Group invested
in a further 16 projects in IH2024 and accelerated its master fund business where it
completed investment in 17 sub-funds under the master funds.

Against niai'ket lieadwinds. Hailong Group was able to grow its AUM for external
customers for its overseas asset management business in FY2023 and IH2024

-9-



11V) rind^^Ig find illsiiiiiiio!in I clieii! rel'\, ices

The A-share and H-shale markets were oenerally lackluster in FY2023 and IH2024

Meanwhile, bond niarket performance was on a stable upward trend durino these periods

Durino FY2023 and IH2024. Hailong Group had adhered to the strategic requirements on
"professionalisni and dedication". "two focuses" of focusing on key industries and the top
enterprises within these industries, and practicing "three sei'vinos" of serving the Teal econoiny.
national strategies on scientific and technological innovation and "One Hailong" philosophy:
while adopting a prudent investment style

T^adjng and institutional client services business I'ecorded relatively Iaroe losses in
FY2023 and IH2024 mainly in the overseas business due to fair value chanoes of the
investment securities lield as well as increase in finance costs under the hioh interest rate

environment

findiii biisi'liess

For fixed-income. Hailonu Group adjusted the duration and structure of bonds based

on changes in the bond market, and actively served the national strategy while achieving
better investment returns, willI investments in social responsibility amounting to
RMB16.3 billion. 11 was honored with a number of awards during FY2023 and IH2024

For the equity investment. will\ the objective of "initioatino risk and pursuit of
absolute return" and tile principle of "focusino on the 10no-term and seekinu stability",
Hailong Group 11ad struck a balance between immediate profits and net asset growth
Ihrougli specialised and refined research. This was achieved durino FY2023 and IH2024

by building its portfolio around 1110h-dividend, low-valuation stocks with hioh degree of
certainty, while selectively incorporating growth stocks that may benefit from market's
structural opportunities

For the derivative and trading business. Haitono Group offered a wealth of
on -balance sheet non-standardized derivative PIOducis Ihrouoli over-the-counter
del'ivaiive instruments 10 meet clients' needs. As at 30 June 2024, Hailono Group's
mai'ket-making products covered all kinds of products including equity ETFs, cross-
border ETFs, bond ETFs, monetary funds and REITs.

his 111uiioiiol clieiii busiiie. ,s

Thi'Duohout FY2023 and IH2024, the institutional client business capitalised on the
synergy of the liead office and branches of Haltong Group and maintained a higli client
cover aoe rate



IV) F1huiiciol lensiiig busiiiess

During FY2023 and IH2024, Hailono Group continued its pursuit of its core mission of
supporting national strategies. in FY2023, against the backdrop of optimisation and adjustiiient
of top-level design of national financial regulation, Hailong UT Leasino was able 10 seize
OPPoi'Iuniiies dui'ing market recovei'y, achieving approximately 5% yearon-year profit gi'owlh
in IH2024, this business seoment optimised its debt structure Ihrouoh various measures, and

continued to reduce its debt cost, thereby achieving marginal increase in profits compared willI
I H2O23

Total revenue, gains and other income

RMB 1111/1^^''

Commission and fee income

Interest income

Finance lease interest income

Investment income and

gains (net)

Other income and gains
Total revenue, gains and other

Income

FY2022

inudi!ed)

(!'esiuied)

in FY2023, Hailong Group's total revenue, Dains and other income was stable coinpai'ed
with FY2022 despite an approximate 14.8% decrease in commission and fee income as this was

mainly offset by 111gher interest income as well as invest in Grit income and gains (net). Total
revenue, other income and aains declined in IH2024 compared willI the previous
corresponding period due mainly to the decrease in sales revenue from a subsidiary

FY2023

fond^^, d)

14,668

17,515

2,303

During FY2023 and IH2024, there was across the board lower commission and fee

income, especially fronT securities and futures brokerage business as well as underwriting and
sponsor fee

IH2023

illnrrUdried)

(I, 034)

8,528

12,497

18,320

1,722

Interest income had remained comparatively stable dunno FY2023 and IH2024,
underpinned by those froiiT sale and leaseback airanoemenis. Investment income and aains

(net) improved from a loss position in FY2022 due 10 gains from financial instruments but such
oain narrowed durino IH2024

41,980

IH2024

illiiQ"dried)

481

8,745

6,462

9,320
782

41,765

3287

6,176

4,942

8,188
765

26,027

1,791

1,907

17,593
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Composition of expenses

RMB 1111/1^^11

Depreciation and amortisation
Staff costs

Commission and fee expenses
Interest expenses
Impairment losses under expected

credit loss model

impairment losses of o1hei' assets
Other expenses
Total

FY2022

in wrtiied)

ifesiuied)

Hailong Group's expenses increased during FY2023 compared willI FY2022 nTainly due
to the increase of interest expenses and expected credit loss expenses. in particulai', impairment
losses under the expected credit loss model for^'eceivables arising fronT sale and leaseback
arrangements and advances to customers on margin financing increased substantially during
FY2023 compared to FY2022

FY2023

fonditcd)

1,581
5,785

3,084
13,608

Expenses decreased in IH2024 coinpared with IH2023 due 10 the decrease of the cost of
sales of a subsidiary whose business includes trading in commodity's spot-futures arbitrage
Other expenses comprised mainly administrative expenses and cost of commodity trading, both
expenses of whicli increased in FY2023 compared with FY2022. Other expenses decreased
substantially in IH2024 compared willI IH2023 as cost of commodity tradinu reduced
51. nificantIy since the relevant subsidiary 11ad reduced its tradino scale given the prevailino
mai'ket condition

IH2023

illiidiidried)

1,719

6,341

3,144

15,953

1,666

65

8,979

34,768

IH2024

(11) mudiied)

839

3,651

1,521

7,918

3,189

308

10,089

40,743

Net profit attributable to equity holders of Haitong Securities

in line with a lower revenue on the back of weak Inacroeconomic and market

environment. net profit allributable to equity holders of Hailong Securities decreased to
approximately RMB1,008 In11/10n in FY2023 and recorded approximately RMB953 million in
IH2024

886

3,038

1,438

7,183

1204

10

6,112

21,255

870

16

2,185

15,616
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Consolidated statement of financial position

RMB 1111/1ioii

Non-current assets

Property and equipment
Finance lease receivables

Receivables arising froni sale and leaseback
arrangements

Debt instruments at fair value 111rough oilier
comprehensive income

Financial assets at fair value IhrouglT profit
or loss

Others

Total non-current assets

As at

31 December 31 December

2022 2023

touchied) inndried)

(!vsmi, d)

Current assets

Advances to customers on

margin financing
Financial assets at fair value Ihrougli profit

or loss

Bank balance and cash

Others

Total current assets

17,017

7,103

30 June

2024

in liondi!ed)

Current liabilities

47,848

B orrowings, short-tel'ni financino bills

payables and bonds payables

Accounts payable 10 brokerage clients
Financial assets sold under

repurchase agreements
Others

Total current liabilities

16,643

11,248

45,975

25,043

44,528

187,514

40,593

16,350

10,158

52,676

Non-current liabilities

24,767

46,191

192,118

Long-term borrowings

Bonds payable
Others

Total non-current liabilities

36,084

67,844

53,933

184,555

153,393

160,303

566,095

26208

43,704

186,437

Total equity

68,418

196,506

136,387

161,158

562,469

( 133,177)

(115,513)

63,944

185,190

139,805

146,039

534,978

( I 01,694)

(39,014)

(389,398)

(I 46,097)

(106,539)

(111,618)

(55,902)

(420,156)

(33,951)

(121,678)

(30,960)

(186,589)

(147,056)

(106,526)

(98,966)

(55,239)

(407,787)

(24,411)

(115,619)

(19,601 )

(159,631)

177,622

(18,785)

(109,555)

(14,096)

(142,436)

174,800 171,192



Hailong Groups total equity 11ad remained largely stable between 3I December 2022 and
30 June 2024 at between approximately RMB171.2 billion and RMB177.6 billion level

in tenns of non-CUI'rent assets. value of debt instruments at fair value through other
comprehensive income increased from approximately RMB46.0 billion as at 31 December
2022 to approximately RMB54.0 billion as at 30 June 2024. This was offset by lower amounts

of receivables arising from sale and leaseback airangemenis whicli leduced from
approxiinately RMB48.0 billion to approximately RMB36. I billion over the same period
Impairment allowances of approximately RMB 1.2 billion. RMB1.9 billion and RMB2. I billion
were niade on receivables ansino froni sale and leaseback artanuemenis as at 31 December

2022.31 December 2023 and 30 June 2024 respectively

Current assets comprised mainly financial assets at fair value Ihi'ougli profit and loss as
well as advances to customers on margin financing. We note that Hailong Group 11ad recorded
substantial credit impairment loss allowance of approximately RMB2.2 billion, RMB3.5
billion and RMB3.6 billion on advances to customers on niaroin financino as at 31 December

2022,31 December 2023 and 30 June 2024 respectively

Bank balance and cash under current assets decreased between 31 December 2022 and 30

June 2024. This generally corresponded with lower non-current liabilities where agoregate
long terni borrowings and bonds payable decreased froi, I approximately RMB155.6 billion 10
approximately RMB128.3 billion over the period

Audited consolidated financial statements of the Haitong Group for the nine months
ended 30 September 2024

The audited consolidated financial statements of the Hailono Group for the nine nTonths
ended 30 September 2024, which nave been prepared in accordance with IFRS, are set out in
the section lieaded "C. Audited Consolidated Financial Statements of the Hailong Group for the
nine nToriihs ended 30 September 2024" in Appendix H 10 the Joint Circular

Overall. fron, a profit or loss perspective, Hailong Group's total revenue. gains and o1hei'
income decreased by approximately 30.5 % from approximately RMB36,577 1/1/1110n during the
nine monilis ended 30 September 2023 ("9M2023") 10 approximately RMB25,419 111illion
dul'ing the nine months ended 30 September 2024 ("91\12024"). nTainly due 10 the decrease of
sales revenue from a subsidiai'y. Due to the lower revenue in 9M2024, whilst total expenses of
Hailong Group decreased by approximately 19.9% as compared to the same period last year.
Hailong Gi'oup recorded net loss at ITibuiable to equity holdei's of Hailong Securities of
approximately RMB659 million. as conTpared 10 a net profit allributable to equity 1101dei's of
Hailong Securities of approximately RMB4,362 million in 9M2023. Froin a financial position
perspective. Hailong Group's total equity amounted to approximately RMB 169.5 billion as at
30 September 2024, remaining largely stable as colripared to approximately RMB 171.2 billion
as at 30 June 2024.

-14-



For further discussions I'elaiing 10 Hailono Gi'oup's financial performance in 9M2024.
please I'efer 10 "Management discussions and analysis o11 Hailono Group's performance" as set
out in Appendix IV 10 the Joint Circular

1.3. Historicul dividends of Hnito, ,g H Shftres

Dividends per Hailong H Share during the past ten yeai's ended 31 December 2023 are set
out below

Year ended

31 December 2023

31 Deceinbei' 2022

31 Deceinber 2021

31 Deceinber 2020

31 December 2019

31 Decembei' 2018

31 Deceinber 2017

31 December 2016

31 Deceinber 2015

31 December 2014

Total

The aggregate dividend per Hailong H Share for the ten years ended 31 December 2023
was appi'oximately HKS2.869. We observed that Haltong Securities 11ad consistently
distributed dividend 10 Hailong H Shareholders save for' in the year of 2019. Meanwhile, the
ratio of dividend payout 11ad varied whicli appeared to correspond to, ainono others, Hailonu
Group's overall profitability and financial position in accordance willI its dividend policy

2.

Dividend per

Haitong H Snare
(HK$)

(tippi'0. Tillidle)

Business and financial information of Guotai Iunan Securities

2.1. Backgrownd of G"otai Innn, I Sec"rines

Guotai Iunan Securities is a listed company willI its shares listed separately on the SSE
(as A shares) and the Hong Kong Stock EXchange (as H shares) since 2015 and 2017
respectively. Guotai Iunan Securities engages primarily in wealth inariagement, investment
banking. institutional and trading. investment management and international business

0.1 10

0230

0350

0,625

Nil

0170

0281

0251

0533

0.3 I7

2,869



2.2. Instoricalfi, ,, THCi"/ petrol',,, alite of Gifotni 1,111,111 Secwrities

Set out below is a table summarising certain key financial information of the Guotai
Iunan Group for FY2022, FY2023, IH2023 and IH2024 respectively, as extracted from the
Guotai Iunan 2023 Annual Report and 111e Guoiai Iunan 20241nterim Repoi'I

Consolidated statement of profit or loss

RMB 1111/1^^11

Total revenue and other income

Total expenses
Operating profit
PI'of it for the year/period

attributable to equity holders
of Guotai Iunan Securities

Driven by customer demand, the Guotai Junan Group has established a retail. institutional
and corporate customer service system, forming the business segments covering the businesses
of wealtli management, investment banking, institutional and trading. investment management
and international business. The Guotai Iunan Group oenerates fee and commission income and
interest income mainly through the provision of financial products or services to clients and
receives investment gains Ihrougli securities or equity investments

FY2022

to Nthied)

(I'esiuied)

49,087

(35,700)
13,387

FY2023

inndried)

Breakdown by business segment

RMB 11/11/1011

IH2023

illiM!IdiiCd)

52,304

(40,535)

11,768

11,509

Wealth management
Investment banking

Institutional and trading
Investment management
International business

Others

Total

I H2O24

11/11nudrted)

26,171

(18,822)
7349

9,374

25,779

( 19,390)

6,389

5,742

FY2022

milchied)

(I'esidied)

5,016

FY2023

courti!cd)

18,373

4,216

21,535

1,718

2,437
808

49,087

IH2023

fillmudrjed)

17,442

3,669

20,920

4,475

4,691

1,107

52,304

IH2024

fillmiichied)

9,136

1514

10,432

2449

2,076

564

26,171

8,766

1,106

9,746

2116

3,403

642

25,779



in FY2023. the Guotai Iunan Group realised total revenue and o1her income of
approximately RMB52.3 billion. representing an incl'ease of approxiinaiely 6.6% as compared
10 FY2022. The approximate 13.0% decline in revenue of investment bankino business and

marginal declines of weanlT management and institutional and trading businesses were offset

by growlli in revenue from investment manageinent business of approximately 160.4% as well
as approximately 92.5% growtli froin international business

The Guoiai Iunan CIOup's total revenue and other income decreased maruinally by
approximately 1.5% during IH2024 compared with IH2023, whicli was primarily caused by
lower revenue of investment banking and investment management revenue of approxintately
27.0% and 13.6% respectively. Sucli a decline was niltioated by strong revenue growlli of
in tel'national business. Meanwhile, the two largest revenue contribuioi's (being the businesses
of wealilT management and institutional and trading) were able to contain their revenue decline

within approximately 4% and 7% during IH2024 respectively.

(1) Wed1!/I 111niingeiiieiii bii. ,illess

The Guotai Iunan Group's wealth Inariagement business niainly provides securities and
futui'es brokerage, financial products, investment advisory. niargin financinu and securities
lending, stock pledging. agreed securities repurchase and other services 10 clients

Reinil b, 'okei'a oe inId 11, err/1/1 Inniin Dellieii!

Tile table below sets out the market share of Guotai Iunan Group's securities
brokerage business in China's domestic market

Stocks

Securities investment funds

Bonds

Soili, e. Gnuini' 11/1/'11 2023 All, 111nl Rcj)o1 I. Gifuin, 1/11/'11 2024 1/1/'11',;I Rcpoi'I rind skillsii'CS 11 o111
111,111be!, of SSE till, / Slid, 1.11,11 Slotk Etchni;gc

Dunno FY2023 and IH2024, the Guoiai Iunan GIDup accelerated the establishment
of its "driven by investment advisory and empowered by technolooy" wealtli manaoement

model and 11ad adhered 10 the direction of hioh-quality customer expansion
Consequently, it had Iaroely niaintained its Inarket share in each of the stocks, securities
investment funds and bonds broker ane business.

FY2022

4.40%

5.81%

6.05 %

FY2023

4.63 %

5.80%

5.75 %

IH2023

4.57%

6.45 %

6.00%

IH2024

4.92%

5.54%

5.41 %



Fill!11'es bi'okei'a ge

The table below sets out the transaction amount of Guotai Julian Futures Co. , Ltd. :

RMB ifillioii

Transaction amount

Underpinned by Guotai Iunan Group's fully incorpol'ated in tearated platform and
improved cross-market service capabilities. its futures transaction amount increased by
approximately 31.8% in FY2023. With its ability 10 adapt 10 policy adjustments. such
trends continued in IH2024 where futures transaction amount increased by approximately

44.3% when compared to the previous corresponding period. At the same time. Guotai
Iunan Group continued 10 gain market share for' transactions conducted o11 Shanohai

Futures EXchange, Dalian Commodity EXchange, Zhengzhou Commodity EXchange and
China Financial Futures Exchan, e

FY2022

Mai' ill lividnciiiq, secMi'ille. s lend^^I uiid 310ck led ill btisiiiess

64.15

The table below sets out Guotai Iunan Group's balance of maruin loans and balance
of the stock pledging business

FY2023

84.55

IH2023

RMB 111illit)11

Balance of margin loans
Outstanding balance of stock

pledging business

Guotai Iunan Group continued to optimise its risk control systeni and business
manaoement model during FY2023 and IH2024 by adherin0 10 counter-cyclical
adjustment niechanism. Similarly, the Guotai Junaii Group adhered to the prudent and
steady development strategy of "divel'sificaiion, low leverage and 111gh liquidity" for its

stock pledging business

The above efforts were aimed at sustaining Guotai Junan Group's scale of its margin
financing, securities lending and stock pledging business in the face of a weak overall
market. Set out below are details of interest income from margin financino and securities
lending, and stock-pledged financing and securities repurchase of Guotai Iunan Group.

37.84

IH2024

54.59

As at

31 December

2022

As at

31 December

2023

80,442

26,246

83,346

As at

30 June

2024

26,531

76296

23,038



RMB 11/11/1011

Interest income from

margin financing and

securities lending
In Ierest income fi. onT stock-

pledged financing and
securities repurchase

As shown in the table above, interest income from Inargin financing and securities
lending declined by approximately 4.8% in FY2023 as compared to FY2022 and
approximately 14.5% in IH2024 as compared to IH2023 respectively. interest income
f^om stock-pledged financing and securities repurchase declined by approximately 25.3%
in FY2023 as compared 10 FY2022 and approximately 16.9% in IH2024 as compared to
IH2023 respectively.

FY2022

(ui!dried)

(Its idled)

IH2023FY2023 IH2024

tolldi!dd) filliQiidi!Cd) illiiUiidi!ed)

(11) lilyesniieiii binikiiig busiiies. ,

Guoiai Junan Group's investment bankino business mainly provides listing sponsorship,
equity underwriting, debt underwi'it ing. structured debt financing, M&A (merger and
acquisition) financial advisory and diversified corporate solutions to coi'porale and government
clients

6,387

1,860

6,083

in FY2023 and IH2024, Guotai Iunan Group was able to consolidate its leading market
position in the investment banking business

1,389

its lead underwriting amount for securities increased by approximately 18.8% and 26.4%
in FY2023 and IH2024 when compared 10 111e previous correspondino periods. Sirono Growth
was observed in 111e underwriting of corporate bonds, in particular science and technolooy
innovation bonds as well as financial bonds. lis market share also increased durino these

periods. The above increases more than offset the lower underwriting amount for equity
interest and IPO projects as GuotaiIunan Group responded prudently to changes in the external
environment

3,083

710

2,637

(111) Ills!11/1/1011 find Irtidiiig biisiiiess

590

Guoiai Iunan Group's institutional and 11'adjno business mainly consists of I'esearch,
institutional brokerage, trading and investment and equity investment. Among which,
institutional brokei'age niainly provides prime brokers. seat leasing, custody and outsourcing,
QFll and other services 10 institutional clients, The trading and investment business Inainly
includes investment transactions in stocks, fixed incoine, foreiun eXchange. Iaroe commodities
and their derivative financial instruments. as well as providing integrated financial solutions
for clients' investment, financing and risk management



71'udiii o11d 1'11\, esiiiieiii bHsiiiess

in FY2023. Guotai Iunan Group's cumulative nominal principal amount of OTC
del'ivatives increased by approximately 16.9% compared to the previous year, in line with
the steady development and effect of its brand "Guotai Iunan Risk He daino". Such

amount further increased by approximately 18.0% durino IH2024

Guotai Iunan Group's volume of spot bond transactions in the inter-bank bond
market was approximately RMB7.08 trillion in FY2023 and was approximately RMB4.03
trillion in IH2024.

Allei'lidiive 1111, esiiiiciit b!frilless

Guotai Junan Group niade 24 new investments and 7 divest merits in FY2023,
continuing the expansion of its equity investment business. Three new investments were
made in IH2024 with three projects divested

As at 30 June 2024, the amount of investment projects was approximately RMB5.4
billion, a substantial increase compared to approximately RMB3.8 billion as at 31
December 2022

(IV) lilyesiiiieiii 111uiiugeiiieiii b!ISIiiess

Guotai Iunan Group's investment management business provides asset manaoement and
fund nianagement services to institutions and individuals

As at 31 December 2023, the scale of asset under nTanagement of GTJA Asset
Management and HuaAn Funds amounted to appi'oximately RMB543. I billion and RMB675.3
billion respectively. representing an increase of approximately 25.3% and 8.8% respectively as
compared with 31 December 2022. As at 30 June 2024. asset under management of GTJA Asset
Mariaoement and HuaAn Funds further increased to approximately RMB587.0 billion and
RMB739.5 billion respectively

(V) 1111ei'Jiniioiinl him^less

in terms of international business, Guotai Iunan Group built an international business
platform ai'ound Guoiai Iunan Financial Holdin. s. and conducted broker aoe, corporate finance,
asset ntanagement. loans and financing services, financial products. market-making and
investment business in Hong Kong, Inainly 111rougli Guotai Iunan International. willI its
business presence expanded into the United Slates, Europe and Southeast Asia

During IH2024. Guotai Iunan International recorded an approximate 40.7% increase in
revenue 10 approximately HK$2.17 billion compared willI IH2023. Significant revenue
increases were recorded for (1) inIerest income which increased by approximately 30.3% to
HK$11 billion; and (ii) net trading and invesiment income which almost doubled to
approximately HK$07 billion.
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Total revenue and other income

RMB 11/11/1011

Fee and commission income

Interest income

Net investment gains
Other income and gains
Gain on business combination'"'"

Total revenue and other income

Noi, .' Cuntai Iunan Securities acquii'ed 84t interest in HuaAii Funds Manjigeiiient Co. . Lid. ("HuaAn Funds") on 4
November 2022. After 111e acquisition. Guoi:Ii Iunan Securities ' shareholdino perceniage ill HuaAn Funds
increased 10 51%

FY2022

iru!of lied)

(I'esinied)

Total revenue and other income increased by approximately 6.6% in FY2023. Fee and
commission income, the main contributor to revenue, increased by approximately 5.7% in
FY2023 due mainly to the fact that HuaAn Funds was consolidated as a subsidiary for' a whole
year in FY2023 while the revenue of HuaAn Funds was only consolidated for two months in
FY2022. Meanwhile. interest income remained stable in FY2023. Net investment oains

increased sinnificantly in FY2023 compared to FY2022 due 10 an increase in investment oains
of financial instruments at fair value through profit or loss

FY2023

(rindiied)

17,732

15.587

5,539

8,751

1,478

49,087

IH2023

flintii, dried)

18,749

15,636

9,120

8,799

in IH2024, Guotai Iunan Group's total I'evenue and o1hei' income declined marginalIy by
approximately 1.5% compared to IH2023. This was Inainly due 10 (i) a 2.7% decrease in fee
and commission income as revenue of brokerage and investment banking businesses dropped;
(11) a 5.6% decrease in interest income due to decline in margin financin. and securities

lending, as well as stock pledging business; and (111) a 5.1% decrease in net investment gains
due to decline in investment gains in financial instruments at fair value through profit or loss
The above was partially initiuated by a 13.7% increase in other income and gains due to higher
sales revenue of bulk commodity trading of subsidiai'Ies

IH2024

fillmi!di!ed)

9,084

7,856

5,197

4,034

52,304

8,841

7,417

4933

4588

26,171 25,779



Composition of expenses

RMB 1/1/11^^11

Fee and commission expenses
Intel'Gst expenses
Staff costs

Depreciation and amortization

expenses

Tax and surcharges
Other operating expenses

and costs

Provision for 11npairment losses
Credit loss expense
Total

FY2022

fond^^ed)

(I'esitiied)

Guotai Junan Group's expenses increased by approximately 13.5% to approximately
RMB40.5 billion dunno FY2023 mainly due 10 the increase in interest expenses, especially
those relating to financial assets sold under repurchase an Teements and borrowings. Other
operating expenses and costs wei'e approximately 12.9% higher. primarily due to full-year
effect of consolidation of HuaAn Funds as a subsidiary. The 11ioher expenses were also due to
the fact tliat credit loss expense was accrued in FY2023 taking into account charities in market
environment and project conditions while theI'e wei'e revelsals of impairment losses in FY2022

FY2023

(oMdried)

3,532

10,822

9,537

IH2023

illiiui!dired)

1,305
215

3,681

12,833

9,911

During IH2024. GuoiaiIunan Group's expenses were higher by approximately 3.0% than
IH2023 despite lower total revenue and other income. Fee and commission expenses, in
particular those relating to futures brokerage business. were ITigher. This was pal'11y mitigated
by lower staff costs. The main component of expenses. belno in telest expense and other
operating expenses and costs, maintained largely stable. Taking into account the changes in
market environment and project conditions, provisions for' impairment losses and credit loss
expense were made

10,729
24

(464)

35,700

IH2024

(1111midiied)

1,514

185

1,708

6,317

4566

12/16

32

263

40,535

2,464

6,373

3,998

740

94

Net profit attributable to equity holders of Guotai Iunan Securities

5,287

109

18,822

As the incl'ease in expenses outpaced the improvement in revenue, Guoiai Iunan Group
recorded an approximate 18.5% decrease in PIOfii allributable to equity holders of Guotai
Iunan Securities in FY2023 compared with FY2022

799

62

5431

26

237

19,390
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As revenue 11Targinally decreased by approximately 1.5% in IH2024 while expenses

marginalIy increased by approximately 3.0%. Guotai Iunan Group's profit alli'Ibuiable to
equity holders in IH2024 was approximately 12.6% lower ill RMB5.0 billion. Set out below

is a table showing profits before inconie tax breakdown by segment

RMB 1111/1^^11

Weanli nTanagement

Investment banking
Institutional and transaction

Investment management
International business

Others

Profits before income tax

Consolidated statement of financial position

FY2022

fulldiied)

(restored)

RMB 1111/1^^11

FY2023

inudiYed)

5534

1,655

6,562

1,286
159

(1,056)

14,140

Non-current assets

Property and equipment

Debt instruments at fail' value 111rough
other comprehensive income

Refundable deposits

Financial assets at fair value Ihrougli
profit or loss

Investments in associates and joint
ventures

Others

Total non-current assets

IH2023

illiMUdiiCd)

3,696
1682

5287

1,791
895

(1,203)

12,148

IH2024

(Hikiudried)

2470

516

3,545

1,009

377

(374)

7,543

31 December

2022

(ni!dited)

(I'esitiied)

1946

378

2,754

960

782

(301)

6,519

As at

31 December

2023

in 11th led)

3,177

56,360

58,923

30 June

2024

(1111midr!ray

21,127

4,345

I 1,444

16.316

167,347

76,450

56,788

22,550

4,271

12,791

17,548

190,472

51.808

65,897

13,686

13,016

20,366

169,044

- 23 -



RMB 11/11/1011

Current assets

Margin accounts receivable
Financial assets lield under resale

agi'eements

Financial assets at fair value 111rough
profit or loss

Debt instruments at fair \, alue Ihrouoh

other comprehensive income
Casli lield on behalf of biokeraoe

customei's

Cash and bank balances

Others

Total current assets

31 December

2022

frillchied)

(I'esmied)

As at

31 December

2023

initdiied)

Current liabilities

Accounts payable 10

brokerage customers

Financial assets sold 11ndeT repurchase
aoreemenls

Financial liabilities at fair value through
profit or loss

Bonds payable
Others

Total current liabilities

87.1 16

70,837

30 June

2024

fundi!dired)

310,274

89,754

4830

Non-current liabilities

67,883

158,868

30,748

30,688

693,361

Bonds payable
Financial liabilities at fair value Ihi. ouoh

profit or loss
Others

Total non-current liabilities

350,024

82,947

17,696

61,624

141,939
30.740

36.895

734,931

336,630

Total equity

(195,719)

22,187

(173,237)

153,851

35,488

36,288

729,015

(48,328)

(33.724)

(122,465)

(573,473)

(178,055)

(216,829)

(57,624)

132,443)

(145,858)

(630,809)

(204,229)

(94,159)

(26,721)

(2,509)

(123,389)

163,845

(178.488)

(54,026)

(34,540)

(143,500)

(614,783)

(101,582)

( 17.20 I )

(2,433)

(121,216)

(96,975)

173,378

- 24 -

(9,063)

(2,427)

(108,465)

174,812



Total equity of Guotai Iunan Group increased by approximately 6.7% between 31
December 2022 and 30 June 2024, in line with tile profits recorded over this period. Current
assets accounted for about 80% of total assets and Guotai Iunan Group 11ad net current assets
position, thus maintaining a reasonable liquidity structure.

in addition, taking into account tile impact of Inarket fluctuations, Guotai Iunan Group
had made impairment allowances for assets with Impairment indicators. According to the
Guotai Junan 2023 Annual Report, credit risk impairment assessments were conducted for.

among others, the following types of assets: (i) bond investments: Guotai Iunan Group
estimates the PIObabiliiy of default based on the mapping leiationship of rating. sets loss given
default based on industrial information and market data, and takes forward-lookino factors into

consideration; (ii) trade receivables: Guotai Junan Group calculates expected credit loss based
on historical credit loss experience. adjusted for related information specific to the debtors and
the economic environment, etc; and (111) financial assets held under^'esale agreements and
margin accounts I'eceivable: multiple factors such as credit situation, repayment ability of the
debtor, third-party credit enhancement measures, liquidity and disposal cycle of collaterals
were considered

Non-current assets

As at 31 December 2023, debt instruments at fair \, alue tiffouoh other comprehensive
income wasliiuhei' at approximately RMB76.5 billion compared with RMB56.4 billion as at 31
Deceinber 2022 due to the increase in scale of such investments accoidin0 10 the then Inarket

envlroninent. 11 subsequently adjusted the scale of such investments by 30 June 2024, hence the

value of such debt instruments declined to approximately RMB51.8 billion. For same reason.
financial assets at fair value Ihi'ough PIOfii or loss similarly decreased from approximately
RMB22.6 billion as at 31 December 2023 10 approximately RMB13.7 billion as at 30 June
2024

Current assets

Respondino to market environment, Guoiai Iunan Group's financial assets at fair value
through profit and loss initially increased by approximately 12.8% to approximately
RMB350.0 billion as at 31 DecenTbei' 2023 compared to as at 31 December 2022/1 then scaled
down sucli investments as Inarkei evolved and lience financial assets at fair value throuoh profit
and loss reduced to approximately RMB336.6 billion as at 30 June 2024

As at 31 Decembei' 2023. casli ITeld on behalf of broker aoe customers recorded a decrease

of appi'oximately 107% when compared willI 31 December 2022 primarily due to fluctuations
in securities market conditions. Such cash amount then increased by approximately 8.4% as at
30 June 2024



Current liabilities

As at 31 Deceniber 2022, 31 December 2023 and 30 June 2024. accounts payable 10
brokerage customei's fluctuated froin approximately RMB 195.7 billion 10 RMB 178.1 billion
and then to RMB204.2 billion. Such Inovements corresponded witlT securities market

conditions. Changes in other current liabilities items generally I'eflecied Guotai Iunan Group's
business development needs and in combination with the optimisation of its liability SITUctui'e

Non-current liabilities

Guotai Iunan Group reoularly adjusted its liability SITUctui'e in accordance with market

conditions and in this reoard, bond payable increased from approximately RMB94.2 billion as
at 31 December 2022 10 approximately RMB 101.6 billion as at 31 December 2023 and I'everied

to approximately RMB97.0 billion as at 30 June 2024. Such adjustments similar applied to
movements of financial liabilities at fair value through profit or loss

Summary of the financial information of Guotai Iunan Securities for the nine months
ended 30 September 2024 under CASBE

We noted that Guotai Iunan Securities had announced the uriaudiied financial statements

of the Guoiai Iunan Secui'ities for the nine months ended 30 September 2024, whicli have been
prepared pursuant to CASBE, on 30 October 2024

Overall. froiii a profit or loss perspective. Guoiai Iunan Securities' operatino revenue
increased by approximately 7.3% from approximately RMB27,029 million dui'ing 9M2023 to
approximately RMB29,001 million dunn0 9M2024. mainly due 10 a yearon-year increase in
Gains front changes in fair value. in 9M2024, Guoiai Iunan Securities recorded net profit
allributable to equity holdei's of the parent company of approximately RMB9,523 In11/10n, as
compared to a net profit allributable to equity holders of the palent company of approximately
RMB8.627 million in 9M2023. From a financial position perspective. Guotai Junan Securities'
total equity allribuiable10 equity holders of the parent company was approximately RMB166.5
billion as at 30 September 2024. remaining largely stable as conipared to RMB 167.0 billion as
at 31 December 2023

For fullher discussions Telatino to Guotai Iunan Securities' financial performance in
9M2024, please refer 10 Guotai Iunan 2024 Third Quarterly Report dated 30 October 2024



2.3. Historicnl dividends of Gwoiui lulln, I H Shares

Dividends per Guotai Iunan H Share dui'ing the past ten years ended 31 December 2023
are set out below:

Year ended

31 December 2023

31 December 2022

31 December 2021

31 December 2020

31 December 2019

31 December 2018

31 December 2017

31 Deceinber 2016

31 December 2015

31 Decembei' 2014

Dividend

per 0.62Dividend

per Guotai Guotai Dividend

Iunan H Iunan H per Haitong
H ShareShareShare

(HK$)(HK$)(HK$)

(OPP!oxiiimie) ((IPPi'0. tnnrrie) (dppi0. \1/1/'11c)

Total

Nores

(1)

0440

0589

0798

0672

0427

O. 313

0494

N/A1"""' I,
N/A"'""' I'
N/A1, ,",,. I !

(2)

The H shares of Guoiai Iuniin Securities were listed o11 the Hong Kong Slack Exchaiiue since 2017

The aggregate dividend per Guotai Iunan H Share since its listing on the Hong Kong
Stock EXchange in 2017. until the year of 2023, was approximately HKS3.733. Dividend had
consistently been paid out every year since 111e Guoiai Iunan H Share listing

FDi' coinparisoii purpose. Ihis aggregate dividend per Hailong H Share I'cpre*cnts sumiiiatioii from 111c
Year of 2017 10 2023

0273

0365

0495

0417

0265

O. 194

0306

N/A"'"',' I!
N/Alum',' I!
N/A"',,, I,

For illustrative purposes and assuining all things being equal: after accounting for' the
EXchange Ratio, the dividend Ironi Guotai Iunan H Shares which Hailono H Shareholders

would nave lield was hioher than the dividend Haltong H Shareholders would nave received
fi'o111 their 1101ding of Hailong H Shares during most of the years, except for the year ended 31
DeceiTTbei' 2020

We note that the above illusti'allon is Illstorical and does not reflect financial situation of

the Post-Merrier Coinpany. Boili Hailong Secui'illes and Guoiai Iunan Secui'ities in the past had
their respective cash dividend policy, the amount of distribution Inay vary subject 10 a numbei
of factors, sucli as the actual amount of profits available for' distribution for the particular
year/pel'10d, needs of corporate operation and development and any future plans on usage of
funds. The I'efore. such Illstoi'ical dividends Inay not be reflective of future dividend payments
of the Post-Merger Company

0.1 10

0230

0350

0625

Nil

0170

0281

0251

0533

0317

3,733 2,314 1,767"'",, 2!



3. industry development and outlook

We nave reviewed the First-half 2024 Analysis of the Securities Indusii'y Repoi'1' (the
"IH SI Report") issued by China Lianhe Credit Rating Co. , Ltd. ("China Lianhe") on 19

September 2024. one of the largest credit rating agencies in the PRC. Based on publicly
available information, China Lianhe was established in 2000 and is 71.8%-owned by Lianhe

Credit Inforiiiation Service Co. , Ltd. and 24.2%-owned by the Government of Singapore
Investment Corporation. 11 had ovei' 300 analysts covel'ing more than 3,000 issuers in 2023

Recent illdi, siry develop", e, ,ts

Accordin0 10 the IH SI Report, in the fii'st half of 2024, the PRC stock markets 11ad

experienced substantial fluctuations where boili the Shanghai Composite Index and Shenzhen
Composite Index reached their respective interim lows in February 2024 but rebounded to their
highest levels in 11Tid-May 2024; thereafter, they continued a downward trend. As at the end of
June 2024, the Shariahai Composite index 11ad risen by about 0.2% while the Shenzhen

Component Index had declined by approximately 5.9% compared 10 be Ginning of 2024
Trading amount of A-share nTarkets during the first half of 2024 was approximately 9.3% lower
than the first half of 2023, reflectino subdued stock market activities. WillI reuards to the bond

market. the outstanding balance of bonds increased by approximately 5.1% as at 30 June 2024
compared 10 the beginning of 111e year

The IH SI Report noted that the asset scale of securities companies nave been increasino
along willI the continuous expansion of the PRC securities niarkets. While there remained a

trend of overall revenue increase for' secui'ities companies, profitability has been under
pressure. During the fii'SI half of 2024, the aggregate revenue of 147 securities companies
recorded year-on-year decrease of approximately 9.4%. principal Iy affected by the year-on-
year decline in income from brokei'age, credit and investment banking businesses. which was
affected by low trading activities of stock markets, the decline in the daily averaoe balance of
margin trading and the slowdown in IPO activities

The IH SI Report also noted the relatively dominance of jaroe size securities companies
in the market, meanwhile the concentration of the securities industry remained relatively high
during the first 11alf of 2024 where the 10 Iaroesi accounted for about 69% and 56% of the

industry's revenue and net profit. h believes the large size secui'itIes companies could expand
their leading advantageous position by lever aging on their scale of operations, brand names,
platforms as well as favourable policies. Based on data from Wind Information Co. , Ltd. , a

leading data provider in the PRC, the Guoiai Iunan Group ranked second and the Hailong
Group I'an KGd fifth in terms of asset scale am ono PRC's securities companies

1111ps://WWW. Ihi'"tinns. cum/file/fb2bd5a2777 pdt
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Securities illd"Siry. reinted poficies

Since beginning of 2024. the Cliina Secui'illes Regulatory Commission ("CSRC") has
continued to release policies on the implementation of the new "National Nine Guidelines" for
capital market (intrlif^%f"t:!IAI!;;") and the refo, nT of the capital niarket 11as been deepened.

Some of the announced policies include

The reai*in;^:;;t#t: al{fit>$;;^;62g;*:'in INti8;neat;-it11^1:5fRif*ni^I^f^t^,,

}:I}I(f^ii)> policy announced in Mai'ch 2024 whicli focuses on rectifying

deviations in business philosophies of cellain secui'ities companies and fund
managers, their ineffective operating capabilities and their low awareness on
Governance Issues

in Ap"ii 2024, the <. 1'Pa;^gifi'Baiti;t, \:inJ^fliti;;*fin{i:;*^1:171<T;^!i^, i+/<:I^I^
it> policy which implements various measures in support of primary and secondary
market fund raising, mergers and acquisitions, bond issuance and private equity
investments, was announced

The <1;at;;I$^BaitiiU;i:;;;43'13tr$, I^tit^I^@J^;*ill^I^it^:;^I^rt, ^'T^:^.) policy
announced by the Stale Council of PRC in April2024 supports leading corporations
within industries to reorganise through mergers and acquisitions so as to enhance
their core competence and competitive positions

<4" ^;;i^tin'Haiti%{Etcht:1511^!if^^Ribf^,!:45n:^::;{.} policyThe

announced in September 2024 where 11Tergei's and acquisitions is recoonised as an
important tool 10 support the upgrade and transfor!nation of industries and to realise
high quality development of corporations

011tlook

The IH SI Repoi'I expects competition will continue at disparate levels, Inediuin and
small-scale securities companies continue to face development pressure and seek differentiated
11'ansfoi'mallon paths

The IH SI Report stated that up to in Id-September 2024, seven mergers and acquisitions
within the securities industry had been announced. h believes under the encoui'auement of

government policies, there has been all acceleration of sucli nierger and acquisition activities
of securities coinpanies in the year

Based on the aforesaid recent industry development and outlook, we are of the view that
the Proposed Merger is consistent willI market and regulatory developments. Tile rationale of
the Proposed Merger as further elaborated below is justified by sucli development and it will
be in the interests of Hailono Securities and the Disinterested Hailono H Shareholders

was
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4. Rationale of the Proposed Merger

We nave considered the rationale of the Proposed Me Toei' froiiT Hailono Securities'
perspective and from tile Disinterested Haltono H Shareholders' pel'speciive and our analysis
is as follows

4.1. From Hnilo, ,g Secwrities ' perspective

11 is noted that the Centi'al Financial Work Conference lield in October 2023 stressed the

importance to (i) create strong and powerful financial institutions. which in turn, will
accelerate the pace for' building China into a financial POWei'house; (11) create world-class
lop-tier investment banks. which in effect, further support Shariahai as an international finance
11ub 10 develop and progi'ess towards a new stage with elevated capabilities; and (111) drive and
recalibrate the competitive landscape of the industry, genei'allng an ecosystem of diversified
financial products and services that will satisfy the needs of investors, nourishing capital
market functions that are well coordinated between investments and financino. This will help

better establish SII'ateoic positioning across the "five key chapters" of technology finance,
green finance, inclusive finance. pensioiT finance and digital finance and capture unpi'ecedenied
development opportunities

The Proposed Merger represents a SII'ategic move willI an objective (1) to combine
Hailono Securities and Guotai Iunan Securities, whicli respectively are top players in the
securities industry. 10 seize the opportunities of time and accelerate their combined

developnieni into a world-class investment bank; (ii) to reinfol'ce their complementary

advantages and enhance tileir core functionality to fully establish leading core competitiveness;

and (ill) 10 optimise their combined layout by benchmarkino aoainst world-class standards with

active participation in global competition and resource allocation

4.2. From tile Disinterested Hnito"o H Shnreholders ' perspective

OPPoi'11/11/'11'es 10 shn!'e 1/1e beliefi!., ai'is illg11'011i n1/1/'11!civil1}^ $11'01ige, ' o11d 11/01'e collipi'ehei!si\, e
sc"/e coinbiiied I^^I'llcinl illsii'1/1/1011

The industry landscape and outlook are elaborated in the section ITeaded "3. Industry
development and outlook" above. in particular, it is noted Inat the Inarkei is increasingly being

dominated by large size securities companies and Iai'ge scale of operations provides a ITost of
competitive advantages. By consolidating Hailong Securities and Guotai Iunan Securities,

being two large size top-tier and comprehensive financial institutions in China, it is expected
that the Post-Merger Company would gain enhanced competitiveness. The Post-Merger
Company's dominant position would be further solidified Ihrouoh the in tenraiion of the
respective competitive strengths and experiences of Hailong Securities and Guoiai Iunan
Securities



in response to the authority's in 11iative 10 create strong and powerful financial institutions
in China. the objective of the Proposed Merrier as mentioned above and the competitive
strengths and positive outlook of the Post-Me roer Company, we are of the \, iew that the
Proposed Me I'ger represents an opportunity for the Disinterested Hailong H Shareholders to
participate in a stronger and more dominant combined leading financial institution ill the
industry

By retaining equity exposure in the Post-Merger Company, Disinterested Haltong H
Shareholders can benefit from the orowth potential of a more diversified business portfolio
with stronger asset backing than what they CUI'Tenjiy 1101d. Moreover. should the Proposed
Me roer become effective, Disinterested Hailono H Shareholders will hold shares of a

financially stronger and nlore comprehensive scale Post-Merger Company witli larger market
capitalisation and they can expect 10 benefit from the resulting larger public float of the shares
in the Post-Merger Company. This will likely result in further institutional investors following
which may enhanced \, aluation of the Post-Me roer Company and with enhanced tradino
liquidity whicli facilitates niore efficient investment and realisation activities. Thus, the

Proposed Merger in effect not only preserves existing investment value in Hailong Securities'
businesses but also positions Disinterested Hailono H Shareholders 10 capitalise on future
growth prospects across the Post-Merger Company's broader business segments, as well as
possible enhanced valuation after the Proposed Merrier.

OPPoi'lullii), 10 exchniige Ihe Hniioiig H Shines at a plani!1111 10 1/1e 171vi'niliiig 111nJ'keiPI'ice

Tile eXchange price for eacli Hailong H Share of HK$4.79 represents a premium of
approximately 31.96% over the closing price of each Haltong H Share of HK$3.63 o11 the Hong
Kong Stock EXchange as of the Last Trading Date, after deductino the Haltong 20241nterim
Dividend. Tile I'eceni nTarket trading price of the Proposed Merger Consideration (as defined
below) is at a premium to that of the Hailong H Shares as analysed in the section headed "5.1.
Market value of the Proposed Merger Consideration aoainsi the market value of Hailono H
Shares" below. Per OUT analysis on historical price performance, it is noted that the closing
price of Hailono H Shares ITad not reached the market value of the Proposed Merger
Consideration during the Pre-AnnouncenTent Period (as defined below). From the perspective
of market trading price of Hailonu H Shares, we are of the view that the Proposed Meroer offers
Disintei'ested Hailono H Shareholdei's a reasonable opportunity to exchanue their Hailong H
Shares at a premium to the prevailing market price into Guotai Iunan H Shares
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5. The EXchange Ratio

PUTSuant 10 the terms of the Proposed Merrier, Guoiai Iunaii Securities proposes to issue
Guotai Iunan A Shares and Guoiai Iunan H Shares 10 Hailono Share-Exchanue Shareliolders at

the same EXchange Ratio in eXchange respectively. for the Hailonu A Shares and Hailong H
Shares lield by sucli persons

The EXchange Ratio, being 0.62: I (rounded to two decimal places), has been agreed after
arm's Ienoth negotiations between Guoiai Junan Securities and Hailong Secui'illes by taking
into account the Market Reference Prices of the A shares of the two companies, and aftei'
deducting the Guotai Iunan 2024 Intel'inI Dividend and Hailon0 2024 Interim Dividend

respectively. This EXchange Ratio means that one Hailonu A Share or Hailono H Share shall
be exchanued for 0.62 Guoiai Iunan A Shares or Guotai Iunan H Shares respectively 10 be
issued by Guotai Iunaii Securities.

According to the Joint Circular, for illusiraiive purpose only. the eXchange price for' each
Hailong H Share of HK$4.79, being the EXchange Ratio multiplied by the eXchange price of
Guotai Iunan H Shares, represents

(a) a premiunT of approximately 31.96% over the closing price of each Hailong H Share
of HK$3.63 on the Hong Kong Stock EXchange as of the Last Trading Date, after
deductino the Hailong 20241nterim Dividend:

(b) a premiuni of approximately 38.44% over the \, o1ume-weighted average price of
HK$3.46 of eaclT Hailong H Share on the Hong Kong Stock EXchange for' the 20
trading days immediately prim' to the date of the Joint Announcement, after
deductino the Hailon0 20241nterini Dividend;

(c) a premiuitT of approximately 33.80% over HK$3.58 of each Hailong H Share. being
the Mai'ket Reference Price of each Hailonu H Share (for the 60 trading days
immediately prior to the date of the Joint Announcement) after deducting the
Hailon0 20241nterim Dividend;

(d) a discount of approximately 31.18% over the closing price of each Hailong H Share
of HK$6.96 on the Hong Kong Stock EXchange as of the Latest Practicable Date:
and

(e) an implied PIB Ratio of 0.35 and 0.35 over the audited net asset value allribuiable

to owners of Hailong Securities per Haltong Shai. e as of 31 December 2023 and the
uriaudited net asset value allributable to ownei's of Hailono Secui'ities per Hailonu
Share as of 30 June 2024 respectively. in comparison, the CIOsino price as of the Last
Trading Date of Hailong H Share after deducting Hailong 20241nterim Dividend
implies PIB Ratio of 0.27 and 0.26 over the audited net asset value allributable to

owners of Hailong Securities per Hailong Share as of 31 December 2023 and the
uriaudited net asset \, alue alitibutable to owners of Hailono Securities per Hailong
Share as of 30 June 2024 respectively. The audited net asset value allributable to
owners of Hailong Securities per Hailong Shares as of 31 December 2023 is adjusted
by deducting the Hailon0 2023 Final Dividend and the Hailong 2024 interim
Dividend.
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According 10 the Joint Circular, the eXchange PI'ice for each Guotai Iunan H Share of
HK$7.73. being the Market Reference Price after deducting the Guoiai Iunan 20241nierim
Dividend, represents

(a) a discount of approximately 2.28% over the closing price of each Guoiai Iunan H
Share of HK$7.91 on the Hong Kong Stock EXchange as of the Last Trading Date.
after Lieductino the Guotai Iunan 20241nteriin Dividend;

(b) a PI'emiuin of approximately 0.39% over the volume-weighted average price of
HK$7.70 of each Guotai Iunan H Share on the HDno Kong Stock Excliange for the
20 trading days immediately PI'10r to the date of the Joint Announcement, after
deductino the Guotai Iunan 20241nierim Dividend:

(c) equal 10 the Market Reference Price (after deductin, the Guoiai Iunan 20241nterim

Dividend) of HK$773 of eacli Guotai Iunan H Share on the Hong Kong Stock
EXchange foi' the 60 trading days immediately prior to the date of the Joint
Announcement:

(d) a discount of approximately 33.36% over the closing price of each Guotai Iunan H
Share of HK$11.60 on the Hong Kong Stock EXchange as of the Latest Practicable
Date; and

(e) an implied PIB Ratio of 0.44 and 0.43 over the audited net asset value allributable

10 owners of Guotai Iunan Securities per Guotai Iunan Share as of 31 December
2023 and the uriaudited net asset value allribuiable 10 owners of Guotai Iunan

Securities per Guoiai Iunan Share as of 30 June 2024 respectively. in comparison.
the closing price as of the Last Tradino Date of Guotai Iunan H Share after

deductino Guotai Iunan 20241nierim Dividend implies PIB Ratio of 0.45 and 0.44
over 111e audited net asset value allributable 10 owners of Guoiai Iunan Securities pel
Guotai Iunan Share as of 31 December 2023 and the uriaudited net asset value

allributable to owners of Guotai Iunan Securities per Guotai Junan Shai'e as of 30
June 2024 respectively. TITe audited net asset value attribuiable to owners of Guotai
Iunan Securities per Guotai Iunan Shares as of 31 December 2023 is adjusted by

deducting the Guoiai Iunan 2023 Final Dividend and the Guoiai Iunan 20241niei'jin
Dividend.

For fullher details of the Market Reference Prices and basis of determination of the

EXchange Ratio, please refer to tile paragraph lieaded "(2) EXchange Ratio and Basis of

Deter nilnaiion" under the section lieaded "2. Terms of tile Proposed Merger" in the "Terms and
information of the Ploposed Meroer and the Proposed Placement" contained in the Joint
Circular

For the interests of the Disinterested Haitono H Shareholders. this Exclianoe Ratio means

that one Hailong H Share shall be exchanged for 0.62 Guoiai Iunan H Shares to be issued by
Guotai Iunan Securities (the "Proposed Aterger Consideration")
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Given that both Hailong A Shares and Hailono H Shares will be exchanoed at the same

EXchange Ratio. and our role is to advise tile Hailono IBC, which in turn. will provide

recommendation to the Disinterested Hailono H Shareholders, OUT following analysis will
focus on the Hailong H shares

In assessing tile fail'ness and reasonableness of the Exchanoe Ratio, we nave conducted
the following analysis

(a) Market value comparison: To provide a dii. ect comparison based on current market
conditions and provide an immediate perspective on the Proposed Merger's
attractiveness. section 5.1 presents an analysis o11 the market value of the Ploposed
Merger Consideration against the market value of Hailong H Shares

(b) Underlying asset \, alue and profitability comparison: in addition to market value
comparison. section 5.2 presents an analysis comparing (1) the underlying asset

value of the Proposed Merger Consideration (being the underlying asset value of
0.62 Guotai Iunan H Shares) against the underlying asset value of each Hailong H
Share: and (ii) the profitability allributable 10 the Proposed Merger Consideration
(being the profitability of 0.62 Guotai Iunan H Shares) against the profitability of
each Hailong H Share. This approach accounts for the inherent value of 111e
companies' assets and its ability to generate profits

(c) Relative nlarket price trend: Since the Proposed Merger comprises the Share
Exchanoe, we also consider the market price trends of Hailono H Shares and Guotai

Iunan H Shares to ascertain whether our analysis on the market value comparison
remains valid up 10 the Latest Practicable Date

5.1. Mnrkel vuli, e of tile Proposed Merger Considerarto, , agrii, ,st the marker untile of
Hatto, ,g H Shares

Based on the closing price of HKS8.07 for every Guotai Iunan H Share as quoted on the
Stock Exchaiioe on the Last Trading Date. the value of the Proposed Merger Consideration is
equivalent to approximately HK$5.00 for every Hailong H Share

Based on the closing price of HK$11.60 for evel'y Guoiai Iunan H Share as quoted on the
Stock Exchanoe as at the Latest Practicable Date, the value of the Proposed Merrier
Considei'allon is equivalent to approximately HK$7.19 for every Haltong H Share.



Tlle table below sets out 111e comparison between the Proposed Merrier Consideration
against the closing price of Hailong H Shai'es foi' CGI'lain periods, after deducting the Hailong
20241ntel'jin Dividend or the Guotai Iunan 20241nteriiiT Dividend (where applicable)

Premiuml(discount) of the \, alue of the

Proposed \Ierger Consideration for even
Hailong H Share ovento the closing price
of Hailong H Share, based on 111e closing

price of HK$7.91 latter deducting the
Guotai Junan 20241nterim Dividend)

and HK$11.60 for every Guotai Iunan H
Share as quoted on the Stock EXchange

respectively on
the Last

Trading Date
I%)

Every Hailong H Share as quoted on Ihe Stock Exchan"e on tile
Lasi Trading Dale of HKS3.63. after deducting the Hailon,
20241nieriin Dividend

Average closing price of approximaiely HKS3.46 for every
Hailon" H Share as quoted on the Stock EXchange for the 10
trading days up 10 and including Ihe Last Trading Dale. alter
deducting Ihe Hailong 20241nieriiii Dividend

Average closing price of approxiiiiaiely HKS3.46 for every
Hailon, H Share as quoted on the SIock Exchan, e for Ihe 30
trading days up 10 and including the Lasi Trading Date. after
deducting the Hallon" 20241nieriiii Dividend

Average closing price of approximately HKS3.65 for every
Hailon" H Share as quoted on 111e SIock EXchange for the 90
trading days up to and including the Last Trading Dale. after
deduciing the Hailong 20241nierim Dividend

Average closing price of approximately HKS3.73 for e\, ery
Hailong H Share as quoied on Ihe Stock EXchange for the 180
trading days up 10 and including the Last Trading Dale. after
deducting Ihe Hailong 20241nieiim Dividend

Every Hailong H Snare as quoted on the SIock EXchange on Ihe
Laiesi Pi'acticable Dale of HKS6.96

the Latest

Practicable Date

I%)

35.1

41.7

98.1

41.7

107.9

34.4

107.9

31.5
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Based on the I'espective CIOsiiio prices of Guotai Iunan H Shares and Haitong H Shales

o11 the Last Trading Date after deductino the Guoiai Iunan 20241nierini Dividend and the
Hailon0 20241nterini Dividend respectively, the \, alue of the Proposed Me1'0er Considei'allon

represents a premiuiiT of approximately 35.1% over the value of each Hailong H Shale

The value of the Proposed Merger Consideration. based o11 the CIOsino price of Guotai
Junan H Shares on the Last Tradino Date after deducting the Guotai Iunan 2024 Interim

Dividend. represents premiums of approximately 41.7%. 41.7%, 34.4% and 31.5% over the
average closing prices of Hailong H Shares for' the 10.30,90 and 180 trading days up to and
including the Last Trading Date respectively after deducting the Hailong 2024 Interim
Dividend

The value of the Proposed Me Toer Consideration, based on the CIOsino price of Guoiai
Iunan H Shares on the Latest Practicable Date, represents premiums of approximately 107.9%.
107.9%. 97.0% and 92.8% over the average closing prices of Hailong H Shares for the 10.30.
90 and 180 trading days up to and including the Last Trading Date respectively after deducting
the Hailon0 20241nterim Dividend

We are aware that the value of the Proposed Merger Consideration (based on 111e closing

price of Guotai Iunan H Shares on 111e Last Tradino Dale after deducting the Guotai Iunan 2024
Interim Dividend) when compared against the value of each Haltong H Share (based on the
closing price on 111e Latest PI'acticable Dale) represents a discount of approximately 29.5%. We
note that theI'e is a period of 49 tradino days between the Last Tradino Date and the Latest
Practicable Date and between these two dates. the closing prices of Hailono H Shares had
surged substantially following the publication of the Joint Announcement on 9 October 2024,

as further discussed below. For completeness of analysis, we note that the CIOsino prices of
Guoiai Iunan H Shares exhibited similar trading pattern (as further illustrated in the section
headed "5.3. Historical relative Inarkei price perfoi'mance" below) between the Last Trading
Dale and the Latest Piaciicable Date, indicaiino Inat the \, alue of the Proposed Meroer
Consideration had also moved ill tandem. Therefore. from a share eXchange perspective, we are
of the view that 111is discount rate whicl} manifested by coinparino prices o11 two different dales
(being the Last Trading Date and the Latest Practicable Date during which this significant

COTpoi'ate action of Proposed Merger 11ad been announced) is not a riteaningful factor for' the
Disinterested Hailono H Shareholders when assessino the fairness and reasonableness of the, I, 51rs

EXchange Ratio

Based on the I'espective CIOsino prices of Guoiai Iunan H Shares and Hailono H Shares

on the Latest Practicable Date, the value of tile Proposed Meloer Consideration represents a
premiuni of approximately 3.3% over the \, alue of eacli Hailong H Share

Additionally, we note an alternative illustration of the EXchange Ratio comparison as set
out in the paragraplT headed "(I) Coinpai'is on of tile EXchange Ratio" under the section headed
"5. Comparisons of value" in the "Terms and information of the Proposed Me roer and the
Proposed Placement" contained in the Joint Circular. The EXchange Ratio, be inn 0.62, is ITioher
than those indicative eXchange ratios, being 0.46,0.45 and 0.46, as implied by the respective
(volume-weighted avei'age) H share trading prices of Guotai Iunan Securities and Hailong
Secui'illes as at the Last Tradino Date, 20 and 60 tradino days leadino up 10 the dale of the Joint
Announcement respectively. which is I'Gasonable



Set out below is a chart showing (i) the closing prices of Hailong H Shares during the
period from 5 September 2023, being one year before the Last Trading Date, to 5 September
2024, being the Last Trading Date (the "Pre-Announcement Period") and up to the Latest
Practicable Date (the "Post-Announcement Period") (collectively, the "Review Period"); and
(ii) the value of the Proposed Merger Consideration based on the closing price of Guotai Iunan
H Shares as at the Last Trading Date. We are of the view that the price performance of the
Hailong H Shares during the Review Period can fairly and sufficiently reflect the recent market
perception on Hailong Securities' performance and outlook.
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During the Pre-Announcement Period, the highest and lowest closing prices of Haitong
H Shares were HK$4.98 and HK$3.39 per share recorded on 11 September 2023 and 10 July
2024 respectively. The market value of the Proposed Merger Consideration based on the
closing price of Guotai Iunan H Shares as at the Last Trading Date, being approximately
HK$5.00, was above the closing prices of Haitong H Shares throughout the aforesaid period.

As illustrated in the graph above, we note that the CIOsino prices of Haltong H Shares
were in general on a downward trend during the Pre-Announcement Period. After recording its
highest at HK$4.98 per share on 11 September 2023, the CIOsino price of Haitong H Shares
dropped to a low of HK$3.50 per share on 5 February 2024. This was in line with the overall
market performance as evidenced by the Hang Seng Index, which decreased from 18,096 to
15,510 during the aforementioned period. Thereafter, closing prices of Haltong H Shares had
traded between HK$4.15 per share and HK$3.46 per share during the period from 6 February
2024 to 9 July 2024. After Haitong Securities published its announcement on preliminary
results for IH2024 on 9 July 2024, the closing price of Haitong H Shares recorded its lowest
at HK$3.39 per share on 10 July 2024. The closing prices of Haitong H Shares then remained
relatively stable up to the Last Trading Date.

During the Post-Announcement Period, and when the trading of Haltong H Shares
resumed after the publication of the Joint Announcement, closing price of Haitong H Shares
surged substantially and reached HK$7.09 per share on 10 October 2024. This could potentially
be attributed to (i) the Proposed Merger announced; and (ii) the overall market performance,
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as evidenced by the Hang Seng Index during the period when trading of Hailong H Shares was
suspended, whicliincreased siCnificanily fi'Qin 17,197 as of 9 September 2024 10 20,637 as of
9 Octobei' 2024. As at the Latest Piaciicable Dale. Hailono H Shares closed at HK$6.96 pel'
share

Overall, the niarkei value of the Proposed Metaer Consideration represented premiums
over the closing pi'ices of Haltono H Shares. and therefore we consider that the EXchange Ratio
is fair and reasonable from a market value comparison perspective

5.2. Underlying vrinte of the Proposed Merger Considerajioi, ergtti, ISIthe nerdsset vaille mad
profils allyibwtnble to owners of Hatto, Ig Sec"rines

in addition to mai'ket value coinparlson, we nave also considered from the perspectives
of underlying asset value and relative profitability.

Uiide, 11,111g (is sei 1,011ie collipni'is o11

Set out below is the comparison between the underlying asset value of the Proposed
Merger Consideration (being the underlying asset value of 0.62 Guotai Junan H Shares) and the
underlying asset value of each Haltong H Share

Total equity alli'Ibuiable to
owners of Guotai Junan

Secui'illes/Hailong Secui'ities
based on their respective latest
published financial information
fji! RMB) (Appi'0. \1111n!e)

Total number of issued shares

(A+H shares) of Guoiai Junan

Secui'ities/Hailong Secui'illes as
at the Latest Practicable Date

Underlying asset
value of the

Proposed Merger
Consideration

Net asset \, alue per share
attTibutable to owners of Guotai

Iunan Securities/Hailong
Securities (ill RMB) (A)

EXchange Ratio IB)

Underlying asset value (ill RMB)
(A) x (B)

168,096,267,000"'""' I'

Underlying asset
value of each

Haitong H Share

8,903,730.620

161,228,933,0001"",,, -!

18.88

13,064,200,000

0.62

-38-

11.71

12.34

N/A

12.34



NilicJ

(1) The figure wit\ e\11'acied froiii Guoiai Iunan 20241nicriin Repoi'I, where it wu< IOUnded to the neai'exi
Ihousund

(2)

From the table above, the underIyino asset \, alue of the Proposed Merger Consideration
represents a slight discount of approximately 5.1% 10 the 11nderlying asset value of each
Hailong H Share

Pion7ttbili!v collipn!'ISOii

Set out below is the coinpai'is on between the profit allributable 10 owners of 111e Ploposed
Merger Consideration (being the profit alli'ibuiable to 0.62 Guotai Iunan H Shares) and the
profit allribuiable to owners for each Hailono H Share

The figure \vJs extincted from Ihe audited consolidated financial siniemeni< of the Hattaiig CIOup for
Ihe nine months ended 30 Septciiiber 2024 as set o111 111 Appendix 11 to the Joint Circular. \\, heI'e 11 was
IOUnded 10 Ihe nearest thousand

Profit allributable to owners of

Guotai Iunan Securities/Hailong
Securities based on their

I'espective latest published
audited financial information

till RMB) (Appi'oxiiiinie)

Adjusted weighted average number

of ordinary shares (A+H shares)
in issue of Guotai Iunan

Securities during the financial

year/Number of shares in issue of

Hailong Securities during the
financial yeai' (App!'0\'1111uic)

Basic earnings per share allribuiable
to owners of Guotai Iunan

Securities/Hailong Securities

"I RMB) (A)

EXchange Ratio (B)

Profit attributable (ill RMB)

(A) x (B)

Profit attributable to

owners under the

Proposed Merger
Consideration

Profit attributable to

owners for each

Haitong H Share

9,374,143,0001"""' I' I, 008,406,000i",,,,. 21

9,047,308,000 13,055,322,000

0.98

-, 9-

0.62

0.61

0.08

N/A

0.08



Nores

(1) The figure was extracted from Guotai Iunan 2023 Annual Report, where it was rounded to the nearest
thousand

(2)

From the table above, the profit atIn but able to owners under the Proposed Merger
Consideration represents substantial premium of over six times to the profit attributable to
owners of each Haitong H Share. The comparatively low level of profit attributable to
shareholders of Haitong Securities in FY2023 was mainly affected by relatively large losses of
the trading and institutional client service segment of Haltong Group's overseas business,
which were due to fair value changes of the investment securities held as well as increase in
finance costs under the high interest rate environment. We noted that the above factors are
contingent on market changes.

The figure was extracted from Hailong 2023 Annual Report, where it was rounded to the nearest
thousand

Based on the above comparisons of underlying asset value and profit attributable to
owners under the Proposed Merger Consideration, we are of the view that the discount in terms
of underlying asset value is to be weighed against the substantial premium in terms of profit
allributable to owners. Overall this renders the EXchange Ratio of Proposed Merger from this
perspective fair and reasonable

Additionally, for the Disinterested Hailong H Shareholders' information, we have set out
the pro forma net asset value per share and earnings per share of the Enlarged Group in the
section headed "8. Pro forma financials of the Enlarged Group" below.

5.3. Historical relative ,""rket price performance

in assessing the reasonableness, from the point of view of recent market price trend, we
have conducted an analysis on the market prices of Guotai Junan H Shares and Haitong H
Shares. Set out below is a chart showing the movement of the closing prices of Guotai Iunan
H Share and Haitong H Shares during the Review Period, with a base of 100 as at 5 September
2023.
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During the Pre-Announcement Pel'10d, the price trends of Haitonu H Shares and Guotai
Iunan H Snares were similar, willI boili tradino below their respective base levels for a
substantial portion of the period. Durino tlie Post-Announcement Pel'10d. while the share prices

of Hailong H Share and Guotai Iunan H Shares increased substantially compared 10 their
respective base levels as at 5 September 2023, the11' share price trends nave tienerally remained

allaned. Tliis indicates that our analysis on the market value comparison above based on the
EXchange Ratio continues to be valid up to tile Latest Practicable Date. Since our market \, alue
price analysis is time-sensitive, Disinterested Hailong H Shareholdei's should continue 10
In on110r the relative share price nTovements of Haitono H Shares and Guotai Iunan H Shares

5.4. Swmmnry of seeno, ,s 5.1 to 5.3

Having considei'ed that (1) the value of the Proposed Merger Consideration I'epresented

premiums over the closing prices (as well as the average closing prices for the 10,30,90 and
180 trading days up to and including the Last Ti'adjng Date) of Hailong H Shares as sei out
under section 5.1 above; (ii) the price liends of Hailong H Shares and Guotai Iunan H Shares
were generally aligned during the Review Period as set out undei' section 5.3 above; and (Iii)

the respective discount and premiuni to Haitong H Shares from the perspective of underIyino
asset value and profit atIribuiable to owners as set out under section 5.2 above, we are of the

view that the Proposed Me roer Consideration, and accordinoly the Exchanoe Ratio. is fair and
reasonable

5.5. Historicttl Iiqwidity of Hatto, ,g H Shares mrd GIIotni 111, ,till H Shares

As the Disinterested Hailono H Shareholders will own Guotai Iunan H Shares if the

Proposed Merger is being approved. we nave also considered the liquidity of Hailong H Shares
and Guoiai Iunan H Shares. The table below summarises tile averaue daily tradino volume of
shares on a In on Ihly basis, and the respective percentage of the average daily trading \, o1ume

of Hailonu H Shares and Guoiai Iunan H Shares dui'ing the Review Period. These floures are
compared to the total number of issued Haltono H Shares and Guotai Iunan H Shares

respectively



Historical liquidity of Haitong H Shares

2023

September
October

November

Deceniber

2024

January

February
March

April
May
June

July

August

September (up to the Last Trading Date)
October (fronT 10 Octobei' 2024)"""'!
Novelnber (up to the Latest Practicable Date)

Approximate

% of average

daily trading
volume to total

issued Haitong
H Shares as at

the relevant

month end

Average

daily

trading
volume

ishni'es)

4,483,322

7,320,824

4,363,041

5,399,015

8,574,491

9,858,951

7,420,137

8,465,726

12,069,358

12,499,601

7,681,446

7,241,390
10777.976

97,280,182

28,339,317

0.131%

O. 2I5 %

0128%

0158%

O. 251 %

0,289%

0218%

0248%

0.354%

0367%

0,225%

0212%

0316%

2,853%

O. 831 %
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Historical liquidity of Guotai Iunan H Shares

2023

September
October

November

December

2024

January

Febi'uary
March

April

May
June

July
August

September (up to the Last Trading Date)

October (from 10 October 2024)""""'
November (up to the Latest Practicable Date)

Approximate %

of average daily
trading volume
to total issued

Guotai Iunan

H Shares as at

the relevant

month end

Average

daily

trading
volume

ishm'es)

Nore. Hullong H Shares and CUDiai Innan H Shares \\, ere suspended for trading from 9 Septeiiibei' 9:00 am to
10 October 20249:00 am

754.278

601,980

958,157

1,097,316

Soilit c. ' Hoiig Kong Sinck E. \,'h nilgc 11', for lit 111'1i 11'. hk, .\. , o111. hk )

1,138,632

931,522

1,671,050

1,726,462

2,923,947
2.324.413

1,125,115

9,136,376

2,464,100

44,047,730

15,672,744

0.054%

0043%

0069%

0079%

0082%

0.067%

O. 120%

O. 124%

0.210%

O. 167 %

O. 081 %

0656%

0177%

3165%

1,126%
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During the Review Period, the a\. erage daily trading \, o1ume of Hailong H Shares was
appi'oximaiely 13,801,948 shares, representing an proximate Iy 0405% 0vei' the number of total
issued Hailono H Shares. As illustrated in the above table. the percentaoe of average daily
11'adjno voluine of Hailono H Shares in relation to the nuinbei' of total issued Haltong H Shares
I'anged froni approximately 0.128% to 2.853%

in relation to Guotai Iunaii H Shai'es. the averaoe daily trading volume durino the Review
Period was approximately 5,014,064 shares, representing approximately 0360% over the
number of total issued Guotai Iunan H Shares. This percentage is slightly lower than that of
Haitong H Shares as discussed above. As illustrated in the above table. the percentaoe of
averaoe daily tradino volume of Guotai Iunan H Shares in relation 10 tile number of total issued

GuotaiJunan H Shares ranged from approximately 0043% to 3165%. We note Inaiilie trading
volume of Guotai Junan H Shares in August 2024. belno the month precedino to the Last
Trading Dale. was significantly 111gher compared 10 levels observed during the Pre-
Announcement Period. We are not aware of any specific reason for the relatively sionificant

trading volume recorded in August 2024/1 is nowever observed that the trading liquidity of
boilT Guotai Junan H Shares and Hailono H Shares similai'Iy increased substantially after the
publication of the Joint Announcement and up to the Latest Practicable Date

Based on the above observations, whilst the overall tradino liquidity of Haitono H Shares

appears to be 11iohei' than that of GuotaiIunan H Shares. we note that the levels of share tradino

activity were generally in line. in addition. we have also considered that subsequent to the
Proposed Merger. the asset and operational scale as well as the niarket capitalisation of the

Post-Merger Company will be significantly larger. The public float (in terms of size) of the

Post-Merger Company will also be larger and consisting of shareholder bases of both Hailong
Securities and Guotai Iunan Securities. These factors will likely attract further institutional
investors following and with enhanced tradinu liquidity. Disinterested Hailon, , H Shareholders
can therefore expect improved liquidity by holding Guoiai Iunan H Shares compared to 1101ding
Hailong H Shares.

- 44 -



5.6. Coll, p"rable analysis

in evaluating the terms of the Proposed Merger, we have attempted to perforiii analysis
on the price-to-book ratios (the "FIB Ratio"), whicli is a commonly used valuation yardstick
for' financial institutions, of companies listed on the Hong Kono Stock Exchanoe and are
engaged ill similar businesses 10 those of Hailong Securities (the "Coinparable Companies")
For completeness of analysis, we ITave also niade reference to price-to-earnings ratios (the "PIE
Ratio"). being another common parameter in assessing a company's value

On the basis that (i) Hailong Securities' primal'y businesses are wealili inariagement.
investment banking, asset management, trading and institutional client services and financial
leasing; (ii) the H shares of Hailong Securities are listed on the main board of the Hono Kong
of Stock EXchange: and (11i) Hailong Securities' revenue for the year ended 31 December 2023
was approximately RMB33.0 billion. we nave set out the following selection criteria for' the
purpose of identifying Coinparable Companies

(1) the company should be a secui'illes firm with a business scope similar to that of
Hailong Securities, willI a geographic focus in China;

(11) the shares of the company are listed on the niain board of the Hong Kong Stock
EXchange; and

(11i) the company should have a coinparable scale of operation to Haitong Securities,
with latest annual revenue ranging between RMB 11.0 billion (approximately one
third of Hailono Securities' revenue for' the year ended 31 Deceinber 2023) and
RMB 100.0 billion (approximately three times of Hailong Securities revenue for' the
year ended 31 December 2023).



Based on the above criteria and by excluding Guotai Iunaii Securities as it is a party to the Proposed Mergei', we have identified tell Cumpai'able
Companies whicli is an exhaustive list.

Nanie and stock code

CITIC Secui'111es Co. , Lid

16030. HK)

China mieniational hulal

Collioia!ion Limited
0908. HK)

A
O\

Net assets Market

Profit allrihutahle to capitalisation as
allributahle to shareholders as at the Last

Annual revenue snarehold"rs o1 at 30 June 2024 Trading Date
IN, !Ie 11 the company' ithi, 11ith!, 21

IRMB 111illi"11) IRMB 1111/11"!!I IRMB 1111/11"!11 IRMB 11/11/1011)

Huaiai Securities Co. . Lid

toss6. HK)

GF Securities Co. . Lid

(1776. HKj

77,202

CSC Financial Co . Lid

16066. HK)

Chinii Galaxy Securiiics Co. .
Lid. MRI. HK)

33,792

19,721

FIB Ratio

based on

Market the markct

capitalisation as capitalisation as
at tile Latest at the Last

Practicable Date Trading Date
INi!if 51(N"it 41

IRMB ninthiil 11/11/'11

45,227

6,156

279,272

32,093

12,751

31,362

105,631

260,833

6,978

29,688

180,087

FIB Ratio

based on Pm Ratio based PIE Ratio based

the niarket on the market o11 tile market

capitalisation as capitalisation as capitalisation as
at the Last at the Latestat tile Latest

Practicable Date Trading Date Practicable Date
ithi, 61 Wilt, 81INn!t 71

11/11/'11fulli, ,I 11/11/'11

7,034

95,603

435,265

140,703

105,191

7,879

102,615

130,103

83,324

0.93

133,932

156 277

129,951

0.91

116,780

1.56

93,023

11.58

195,712

1.23

13.23

0.59

138,274

0.87

127

-
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Z
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15.53

12.07

0.83

0.69

8.25

1.91

21 13

11.94

1.03

11,6

^

1847

1674

11.81

^

P, I
>,..

27.82

17.55



Name and stock code

Cliiii;I MCIch, ms Secui'111c\

Co . LitI. (601)9. HK)

She nit, all Hungyumi Gillup
Co. . Lid. (681)6 HK)

011en! Securiiies Co. . 1,111

13958. HKj

Everhiighi Securities Co. . Ltd
16178. HK)

MarketNet assets

Profit allributablc in capitalisation as
at the Lastallributable to snarehoiders as

Annual revenue shareliold"rs of at 30 June 2024 Trading natc
11\'old 11ithi, , 21ith!e 11 Ihc company,

ithWB 111ill^full IRMB 11/11/1011j IRMB 1111/1ioiij IRMB 1111/11u!11

4.
~

28,191

27,334

8,764

16.63

Hailoiig Securities

Pm Rali"

11ased on

Market tile Inarket

capitalisation as capitalisation as
at tile Lastat 111" Latest

Trading DatePracticable Date

ith!c 51ith!t 4i

IRMB 111i!11,111 11/11/'11

4,606

14,041

124,452

2.754

101,851

118,392

4271

80.41 I

Pm Ratio

based o11 PIE Ratio based PIE Ratio 11ased

the Inarket o11 tile market o11 the market

capitalisation as cainlalisalioii as capitalisation as
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Ntiics

(1) Extracted trolli the re\peciive jinnual I'epoi'is of Hullonti Securities and the Coinparable Companies foi' the year
ended 31 December 2023

(2) Extracted froni Ihe reveciive 1111ei'inI reporis of Hailoiig Securiiies and 111e Cumpai'able Companies for the six
months ended 30 June 2024
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(3) The mai'ket ulpitalisaiioii of 111e Cumpaitiblc Companies as at the Last Trading Date represents tile sum of the
market capitalisation of both A shares and H shares. The innrket capitalisation of A shales and H shares is
calculated by Innliiplying the number of outstanding A shui'es and H shares us ill 30 September 2024 by the
re<peciive closing prices of A shares and H shales lis at the Last Tradino Date. An eXchange rate of HKS 1.00
10 RMB0.90767 has been applied. being the central purity rate us announced by the Peoples Bank of China
as ill 111e dale of 111e Joini Announcement

(4) The Inarkei capitalisation of 111e Cumpar;toIe Companies as at the Latest Practicable Date repiesenis The bulli
of the market capiialisaiion of boiliA shares and H shares. Tlie Inarkeicapiialisaiioii of A shares and H shares
is calculated by inuliiplying the 11umber of outstanding A SIIares and H shales as at 30 September 2024 by the
respective CICSino prices of A shales and H shales us an the Latest Practicable Dale. An exchanue rate of
HKS1.00 to RMB0.90767 has been applied. bein. the celltral parity rate as announced by tile People's Bank
of China us at Ihe date of Ihe 10iiit Announcemcnt

(5) PIB Ratio was calculated based on the innrkei capitalism ion as at the Last Trading Date and divided by the 11.1
us sets allributable to shareholders as at 30 June 2024

(6) PIB Ratio was calculated based on the market capitalisation as at the Latest Practicable Dale and divided by
the net assets allribuiable to shareholders us tit 30 June 2024

(7) PIE Ratio was calculated based o11 the innrkei capitalisation us at the Last Trading Date and divided by profit
alli'ibutable to shareholders of the coinpany for' Ihe year ended 31 December 2023

(8) PIE Ratio was calculated based on the innrket caplinlisation as at the Latest Practicable Date and divided by
profii allributable to 511areholders of the coinpany for the year ended 31 December 2023

(9) Tlie 11nplied niarkei capitalisation of Hailong Securities us at 111e Last Trading Dale repiesents tile sum of the
implied market capitalisation of boili Hailong A Shares and Hailong H Shares. The implied Inai'kei
capiialisaiion of Hailong A Share* and Hullong H Shales is calculated by niuliiplying the nullibei' of
outstanding Hailong A Shares and Hullong H Shares as at 30 September 2024 by tile \, alue of the Proposed
MeI'gel' Consideiaiion (calculaied based on the respective closing prices of CUDiaiIunan A Shares and CUDiai
Iunait H Shares as ill the Lasi Trading Daiei

(10) The jinplied market capiialisaiion of Hullong Securities as allhe Latest Practicable Dale repi'esenis 111e sum
of the innrket capitalisation of both Hailong A Shares and Hailonti H Shares. The 11nplied litarkei capitalisation
of Hullonn A Shares and Hailono H Shares is calculated by multiply Inn the nulliber of outsiandin" Hailong A
Shares und Hailong H Sharcs us at the Latest Practicable Date by Ihe \, alue of the Proposed Mergei
Consideration (calculaied based o11 the respective CIOsinn price of Cuntai Junan A SIIures and Guotai Julian H
Shares as at the Latest Practicable Daiei

The PIB Ratios of the Coinparable Companies as at the Last Tradino Date ranoed from
approximately 0.58 times to 1.27 limes. willI a mean and median of approximately 0.86 limes
and 0.90 times respectively. The valuation of Hailong Securities based on the jinplied market
capitalisation arrived at using the Proposed Merger Consideration calculated based on the
respective CIOsino prices of Guotai Iunan A Shares and Guoiai Iunan H Shales as at the Last

Trading Date, translates into an implied PIB Ratio of approximately 0.63 times. This is within
the range of those of the Coinparable Companies, whilst below the Inean and median



in addition. we set out the PIB Ratios of the Coinparable Companies as at the Latest
Practicable Date foi' the Disintei'ested Hailono H Shai'eholders' reference

Tile PIB Ratios of the Coinparable Companies as at the Latest Practicable Dale langed

from approximately 0.83 times 10 1.91 times, with a 111ean and niedian of approximately 1.22
times and 119 limes I'espectively. The implied PIB Ratio of Hailono Securities as at the Latest
Practicable Dale (calculated in accordance 10 the same formula as described above. willI the

respective CIOsino prices of Guotai Iunan A Shares and Guoiai Iunan H Shares as at the Latest

Practicable Date being adopted) is approximately 0.86 limes, whicli is within the range of those
of the Coinparable Companies and lower than the ITtean and median

LETTER FROM HAITONG IFA

The PIE Ratios of the Coinparable Companies as at the Last Trading Date ranged from

approximately 8.25 times 10 24.57 times, willI a mean and median of approximately 15.31
limes and 13.77 times respectively. The valuation of Hailono Securities based on tile implied
market capitalisation arrived at using the Proposed Merger Considei. ajioii calculated based on
the respective CIOsino prices of Guoiai Iunan A Shares and Guotai Iunan H Shares as at the Last
Trading Date. translates into animplied PIE Ratio of appi. oximaiely 102.61 times. This is above
the ranoe of those of the Coinparable Companies. in addition, the implied PIE Ratio of Hailono
Securities. based on the implied market capitalisation arrived at usino the Proposed Me Toer
Consideration calculated based on the respective CIOsino prices of Guotai Iunan A Shares and
GuotaiIunan H Shares as allhe Latest Practicable Date. is approximately 138.65 times, which
is above the range of those of the Coinparable Companies. We note that the leiatively 111gh
implied PIE Ratio of Haltong Securities is partly due 10 its nominal level of profit allributable
10 shareholders recorded for FY2023. For discussion relatino to Hailono Secui'illes' 11isiorical

financial pel'formance. please refer 10 the section headed "1.2. Historical financial performance
of Hailono Securities" above. in light of this. for reference only. the implied PIE Ratios of
Haltong Securities, calculated based on (i) the implied market capitalisation calculated by
multiplying the number of outstanding Haltong A Shares and Hailong H Shares as at 30
September 2024 by the value of the Proposed Mergei' Consideration (calculated based on the
respective closing prices of Guotai Iunan A Shares and Guotai Iunan H Shares as at the Last

Trading Date and the Latest Practicable Date respectively): and (11) the profit allribuiable to
shareholders of Haltono Securities for year ended 31 December 2022, are approximately 15.81
times and 21.36 limes respectively

in summary, having considered (1) fronT a PIB Ratio perspective. the implied ratios of
Haltong Securities are within the ranges of those of the Coinpai'able Companies. despite below
the inean and median; and (Ii) for completeness of analysis, from a PIE Ratio perspective. the
implied ratios of Hailong Securities are above the ranges of those of the Coinparable
Companies, we are of the view that ovei'all, the implied valuation of Hailono Securities under
11Te terms of the Proposed Merger is fair and reasonable froiiT the perspective of Inarket
coinparable analysis based on the above 111entioned commonly adopted yardsticks



Additionally. since the Proposed Merger coinpi'ises the Share Exchanue, we note that the

PIB Ratios of Hailono Secui'illes and Guotai Iunan Secui'illes \\, ere approximately 0.59~ times
and 0.72' limes I'espectively as at the Last Trading Dale. In other words, the Share Exchanoe
Gritails Disinterested Hailong H Shareholders exchanoing its discounted Hailono H Shares for
Guotai Iunan H Shares which are also discounted in terms of book \, alue. The effects of the

aforesaid discounts are therefoi'e 1111/1gaied
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6. Arrangement for. Haitong Dissenting Shareholders

PUTSuant to PRC regulatory requirements. cash put options will be provided 10 the
Haltong Dissenting Shareholders. Subject 10 the satisfaction or waiver (as applicable) of all the
Conditions, the Qualified Hailong Dissenting Shareholders will be entitled to sell their Haltong
Shares to the Hailong Put Option Provider(s), being (1) (with respect to Haltong A Shares)
Taiping Life (via its asset nianager. Taiping Asset Management Co . Ltd) and BOCl (China),
at a cash price equal to RMB9.28 per Hailong A Share; and (11) (with I'espect to Hailong H
Shares) Taiping Life (via its asset manager, Taiping Assets Management (Hong Kong)
Company Limited) and BOCI Asia, at a cash price equal 10 HK$4.16 per Haltong H Share. The
cash amounts have been determined accordino to the 1110hest trading prices of Hailong A Shares
and Haitono H Shares on the SSE and the Hono Kong Stock Exchanoe. respectively, durino the
60 trading days of the Hailong Shares prior 10 the dale of the Joint Announcement. For further
details. please refer to the paragi'aph headed "(3) Put Options and Dissenting Shareholders who
Exercise the Put Options" under the section headed "2. Terins of the Proposed Merger" in the
"Terms and information of the Proposed Merger and the Proposed Placement" contained in the
Joint Circular

in Ihis regard, we wish 10 highlight the following factors and observations for' the
Disinterested Hailong H Shareholders to consider

. Only those Hailong H Sharelioldei's who vote against the Proposed Merger at both
the (A) Haltong EGM and (B) Hailong H Shareholders' Class Meeting, will be
GIIoible to exei'CISe the Hailong Put Option. However. if the Proposed Me roer is
ultimately not implemented. Haitong Dissenting Shai'eholders shall have no right 10
exercise the Hailong Put Option

, Calculated by dividing the Inarket capital Is ajioii of Guniai Julian Securities us at the Last Tradinn Date by nei
assets allribuiablc to Ihe cquiiy holders of Cuntai Iun"n Secui'ities us at 30 June 2024. The Inarket
capitalisation of Guuiai Iunaii Securities us at the Last Tradinn Date represents the suni of the initikei
capitalisation of boiliGuoiuiJunaiiA shares 11nd CuntaiJun"n H shale\ bared o111hei'especiive closing prices
of CUDtui Junan A shares and Cuntai Iunan H chares as ill the Last Trading Dale. An exchan tie late of HKS1.00
to RMB0.90767 has been tipplicd. being 111e central piti'iiy rnte as announced by Ihe People's Bank of China
us an dale of the Joint Announcemeiit

3 C"ICUlaied by dividing the Inai'kei capital is ajion of Hullong Securities as at the Last Tradinn Dale by net i'set\
allributable to the shareholders of Hailoiio Securities us at 30 June 2024. Tile Inarket capitalisation of Hullong
Securities us ill the Lust Ti'adjno Dale repi'usen!s the sum of the 11/11rket capitalisation of both Hailong A shale\
and Hallong H shares based on the I'especiive closing PI'ices of Hullong A shares and Hailong H shares as at
the Litsi Trading Date. All exchanne rate of HKSI. 00 to RMB090767 has been lipplied. be inn the central pailty
rule as announced by Ihe Peoples Bank of Cliina as at tlie dale of Ihe Joint Announcement



11 should be noted that one of the conditions for passinu the relevant resolution for

the Proposed Merger is "(I) tippi'UVnl I'., gii, eii by 75% o1' Ii!o1'e offhe 1.01e. r dimch^^18

10 Ihe Hrriioiig H Slidit. s held b}^ 1/1e Disiiiie!tried Hniioiig H Shui'eholdeJ's Ihuiale

cdSi eiilie!' ill pel'soil or by PI'0. \y in 1/1e Hulloiig H Slimtholdei's ' Clus. , Meeii'118. nild
(11) file 1111/11bei' o11, ores cdS! rigniiisii/Ie I'esoliiiioii is 1101/110i'e Ihnii 10% off he voies

dimchiiig 10 till Hniioiig H ., hints lie/d by Ihe Disiiiiei'esied Hrriioiig H
Shineholde, .s"
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. The Proposed Merger Consideration of HK$7.19. calculated based on the closing
price of Guotai Iunan H Share on the Latest Practicable Date, is hioher than the price
of HK$4.16 per Hailong H Share

. The rationale of the Proposed Merger is elaborated in the section lieaded "4
Rationale of 111e Proposed Merrier" above. in particular froin the perspective of
Disinterested Hailong H Shareholders. the Proposed Me roeT provides the
opportunity 10 retain equiiy exposure in the financially stronger and more
comprehensive scale Post-Merger Company with larger market capitalisation

With 111e above factors in mind, despite the availability of casli exit for GIIoible
Disinterested Haltong H Shareholdei's who vote aoainst the Proposed Merger.
recommendation relating to the Proposed Merger and Proposed Placement in the section
headed "Recommendations" below remains, namely 10 recommend the Hailong IBC to
recommend the Independent Haltono Shareholders and the Disinterested Hailono H
Shareholders to vote in favour of the Proposed Merger (including the Special Deal) and the
Proposed Placement at the Hailonu EGM and the Hailono H Shareholders' Class Meeting

6.1. BOCI Asia Hano, ,g PMi Optio, , Ar, tinge, ,lent us file Special Deal

BOCI Asia and Taiping Life (via its asset inariager, Taipino Assets Mariauement (Hono
Kong) Company Limited) are Hailong Put Option Providers with respect to Hailong H
Shareholders. BOCI Asia is part of the BOC Group. As at 111e Latest Practicable Dale, the BOC
Group, as part of its ordinary course of business, 1101ds 3,593,137 Hailong A Shares
(representing approximately 0.04% of the total issued Hailong A Shares and 0.03% of total
issued Hailong Shares respectively) and 4.024,000 Hailong H Shares (representing
approximately 0.12% of the total issued Haltong H Shares and 0.03% of total issued Hailono
Shares respectively) in aggregate. The BOCI Asia Hailong Put Option Arrangement is not
extended to all Hailong Shai'eholders. and is therefore considered as the Special Deal. As the
Special Deal is not capable of being extended to all Hailono Shareholders, it is subject to the
consent of the Executive and Ihe approval of the Independent Hailono Shareholders. Neither
the Proposed Merger nor the Proposed Placement are conditional upon the underIakinu of the
Special Deal. it the Special Deal is not approved. the Proposed Mergei'. the Proposed
Placement and the provision of the Hailono Put Options by the other Hailono Put Option
Providers will still PIOceed

our



Since the BOCI Asia Hailong Put Option ALTanoeineni is considered as a special deal
under Rule 25 of the Takeovers Code. we, the Hailong IFA. nave considered the factoi's below
in assessing the fairness and reasonableness of the BOCI Asia Hailong Put Option
Arrangement
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(1) C, ISIi 1,111 Dpii'oils u, 'e PIOi, Ided p",'SIIuiii 10 PRC leg!!1,110, 'y I'eqwiJ'eiiici!Is tilld di'e

111niidntoi'\, ill 111eige, 's b}, fibsorpiioii 11'011sociioii. s of PRC litred collip, lilies

The Hailong Put Option is being offered as pal'I of regulatory requirements as
similar casli put options are Inaridatory in mergers by absorption transactions involving
PRC-listed companies. We have identified an exhaustive list of three recent merriers by
absorption based on the following ci'itei'ia: co niergers by absorption between listed

companies in the PRC; and (ii) an initial announcement published within three years

preceding the Last Trading Day. being (a) the nierger between China Shipbuilding

Industry Company Limited (stock code: 601989. SH) and China CSSC Holdings Limited

(stock code: 600150. SH) witli initial announcement on 3 September 2024), (b) the merger

between AVIC Electromechanical Systems Co. , Ltd (stock code: 0020/3. SZ) and China

AVIonics Systems Co. , Ltd. (stock code: 600372. SH) witl\ initial announcement on 6

November 2022), and (c) the ritei'get between and Ningxia Building Materials Group Co. ,

Ltd. (stock code: 600449. SH) and China National Building Materials Technology Co. . Ltd

(stock code: 834082. NQ) with initial announcement on 28 April2022). We noted that all
these three transactions included cash put options for dissenting shareholders. in addition.
in the 2015 merger of CSR Corporation Limited (stock code: 601766. SH) and China CNR

Corporation Limited (stock code: 601299. SH) (both of which had A shares and H shares

listed prior to the merger. similar 10 the Proposed Merger). cash put options were also

provided to dissenting shareholders

fji) Redsoiis se/eciiiig BOCI Asin fir o11e of tile Hulloiig Pill Opiioii F1'ori'del',

Based on OUT discussion with the Mariaoement, the Haltong Put Option Providers
with respect 10 Hailong H Shares (being BOCI Asia and Taiping Life (via its asset
manager, Taiping Asset Management (Hong Kong) Coinpany Limited)) were selected
after thorough consideration of the11' ability, includino their financial SITen. Ih, to take on

this role. BOCI Asia is an indirect wholly-owned subsidiary of Bank of China Limited.

one of the leading financial institutions in the PRC

We note that BOC Group's shaleholdino in Hailono Securities is nominal

comprising approximately 0.06% of total issued Hailong Shares. as at the Latest

Practicable Date. We understand froiTi the Mariaoement that BOC Group's small
shareholding in Hailong Securities was part of its ordinary course of business and BOC
Group 11ad not influenced or exerted any pressure on the Manageinent on the decision of
BOCI Asia's appointment as a Hailonu Put Option Provider

-52-



fun Pii$. Tit, e 1'01e n. v (I Htiiioi!g Pill On1101i PIO\'I'dci' diid fellii. s of Hulloiig Pill 0171/01i

be illg q/feltd

By committing to becoming a Hailong Put Option Pi'ovide!', BOCI Asia takes on a
passive role and becomes oblioated to acquire the Hailong Shares which tile Haitono
Dissenting Shareholders decide to sell. Qualified Hailong Dissenting Shai'eholders can
make their own decision on whether to sell their Hailono Shares under the Hailono Put

Option
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in addition, two Hailong Put Option PIOviders with respect to Hailong H Shares
(being BOCI Asia and Taiping Life (via its asset manager. Taiping Asset Management
(Hong Kong) Company Limited)) will offer identical telliis for the Hailong Put Options

try) Effoi'Is lieeded inId possible o111coiiie 101' ticiiiig (is Hniioiig PMi Opiioii PIOi, Ider$

Based on our observation that the closing price of Hailong H Shares of HK$6.96 as
at the Latest Practicable Date is substantially 11igher than the exercise price of the Hailong
Put Option of HK$4.16 per Hailong H Share, we believe, barring drastic decrease in
market price of Hailono H Shares, it is likely that the number of Hailono H Shares that

will be put to BOCI Asia will be nominal. Also. by this lime BOCI Asia would likely have
10 incur losses if the then prevailing niarkei price of Hailono H Shares are below the
exercise price of the Hailong Put Option

Consequently. based on current circumstances, additional benefit that can be derived

by BOCI Asia for actino as a Hailong Put Option Provider is likely nominal or it Inay even
incur losses. in addition, we are of the \, Iew that the administrative costs incidental to

PI'oviding such services. if any. are borne by itself ii'respective of the outcome

We also note that the efforts of BOCI Asia in underIakino this role (such as Inaking

pre-commitment and setting aside adequate funding) I'equii'e resources which may not be

generally available to other Hailong H Shareholders and lience such role cannot be

generally undertaken by other Haltong H Shareholders

Based on the above, we are of the view that the tel'ms of the BOCI Asia Hailong Put

Option ALTanoement. whicli is considered as the Special Deal, are fair and I'Gasonable so fai' as
the Independent Hailong Shareliolders are concerned



7. Effects of shareholding of Disinterested Haitono H Shareholders

WillI reference to infoi'mation set out in the paraoraph headed "Shareholdino structure
chart before and after the Proposed Me roer and Proposed Placement" under the section lieaded
"I. Backoround information of the Proposed Mer. er" in the "Tel'nis and information of the
Proposed Merger and the Proposed Placement" contained in 111e Joint Circular. below is a table
illustrating the potential shareholding effect 10 Disinterested Hailong H Shai'e!Tolders as a
I'esuli of the Proposed Merger
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Sh(richoldiiiq 111 H, 1110/1 Sectfi'111es tis o1 Ihe Ltiiesi PI'uciictible Dnie

Shareholders

Guosheng Group

Shanghai Electric Group

Other Disinterested Hailong
H Shareholders

Total Disinterested Hailong
H Shareholders 99.88%3.405,544,820

Slidi'eholdrii" ill 1/1e Post-Me1'0ei' Coni ally 1111/11edroiel\, a rel' Ihe CIOsi'11 Dole

with owl inkiii 1111, ) ticcouiii 1/1e elfeci 0 111e PIO OSed Place, lie!in

No. of

H shares

255,456,400

307,409,200

Approx. %
of total

number of

issued

H shares

Shareholders

Guosheng Group

Shanghai Electric Group

Other Disinterested Hailong
H Shareholders

2,842,679,220

Approx. %
of total

number of

issued

shares

1.96%

2.35%

7.49%

9.02%

Total Disinterested Haitong
H Shareholders

83.37%

Nt, I'S

(1)

No. of

H shares

Calcul;lied based o11 multiplying the nunibei of shares of o1her Disinterested Hullonu H Shareholders as
at the LitterI Practicttble Dale by Ihe Excliange Ratio (i. e. 0.62)

The ribo\e table docs not iake into account an\, fractional shares

21.76%

(2)

Approx. %
of total

number of

issued

H shares

158,382,968

190,593,704

26.07%

1,762,461. I 16"""" I'

Approx. %
of total

number of

issued

shares

2,111,437.788

4.52%

5.44%

50.27%

0.93%

I. 12%

60.23%

10.37%

12.42%



As shown in the above table. the shareholdino of the Disinterested Hailono H

Shareholders will be diluted (1) fronT appi'oximately 99.88% to approximately 60.23%, in terms
of percentage to the total number of issued H shares; and (Ii) from approximately 26.07% to
approximately 12.42%, in terms of percentage 10 the total nuinber of issued shares, as a result
of the Proposed Meloer. Despite a smaller shareholdinu in the Post-Meloer Company as
compared 10 that in Hailong Securities. the shares that the Disinterested Hailong H
Shareholdei's exchanged into are backed by the financially sironoer and In ore comprehensive
scale Post-Merger ConTpany willt a larger nTai'ket capitalisation. The larger public float will
also facilitate In ore efficient invesimeni and realisation activities. Overall, we consider that the

potential shareholding dilution effect as a result of the Proposed Merger to be acceptable
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8. Pro forma financials of the Enlarged Group

For the purpose of illustratino the financial effects of the Proposed Me roer, the PTO forma
financial information of the Enlaroed Group prepared in accordance willI IFRS and CASBE
respectively. are set out in the "Uriaudited pro foilna financial information of the Enlarged
Group" in Appendix 111 10 the Joint Circular

Based on infoi'mallon available in Appendix 111 to the Joint Circular, (1) the uriaudited PTO
forIna consolidated statement of assets and liabilities of the Enlaroed Group has been prepared
in accordance with IFRS and based on (a) the audited consolidated statement of financial

position of the Guotai Junan Group as at 31 December 2023; (b) the audited consolidated
statement of financial position of Hailono Group as at 30 September 2024 as set out in
Appendix U to the Joint Circular; and (c) after giving effect to other uriaudited PTO forma
adjustments as described in the accompanying notes: and (11) the uriaudited pro forma
consolidated income statement and balance sheet of the Enlaroed Group for the year ended 31
December 2023 and the nine months ended 30 September 2024 have been prepared under
CASBE

11 should be noted that the analysis below is for illusti'ative purpose only and does not
purport to represent now the financial position of the Enlarged Group would become after
Closing.

8.1. Nei assei vullie

Based on the pro forma financial information of the Enlaroed Group as set out in
Appendix 111 to the Joint Circular, assumino that the Proposed Me roer had been completed on
31 December 2023, the uriaudiied pro forma net asset value of the Post-Me roer Company.

prepared in accordance witli IFRS, would have been approximately RMB340.666.3 ntillion,
whicli is approximately twice of tile audited net assets of Hailong Securities of approximately
RMB 174,799.6 nTillion as at 31 December 2023

based on the Material inforinationFor' illusirative and comparison purpose,

Announcements, the net assets per share of the Post-Merger Company prepared in accordance
willI CASBE would be approximately Rl\IB 18.22 and RMB 18.38 as at 31 December 2023 and
30 Septeinber 2024 respectively. After niultiplying willI the EXchange Ratio, the net assets per
share would be approximately RMB 11.30 and RMB 11.40, repi'esenting a decrease of

approximately 9.6% and 7.6% compared willI the net assets per share allributable 10 owners of
Hailong Securities of RMB 12.50 and RMB12.34 at the same dates respectively.
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8.2. Earnings

Based on the pro forma financial infoi'mallon of tile Enlai'ged Group as set out ill
Appendix 111 10 the Joint Circular, assuming that the Proposed MeI'ger 11ad been coinpleted on
I January 2023, the uriaudited pro forIna net profit allribuiable to equity holders of the
Enlarged Group. prepared in accordance willI CASBE. would be approximately RMB10,675.6
million as at 31 December 2023 and approximately RMB8.658.0 million as at 30 September
2024
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Based on the Material Information Announcements, the earnings per share allributable to

owners of the Post-Merger Company prepared in accoi'dance with CASBE would be
approximately RMB0.59 and RMB0.48 for FY2023 and the nine nTonths ended 30 September
2024 respectively. After nTultiplying with the Exchanoe Ratio. tlie earnings per share
ajiributable 10 ownei's of the Post-Merrier Company would be approximately RMB0.37 and
RMB0.30 respectively

Foi' Illustrative and coniparison purpose. based on the A share annual repoi'I of Hailong
Securities for the year ended 31 December 2023 published on the SSE, whicli \\, as prepared in
accordance with CASBE, the basic and diluted earnings per share were botll RMB0.08. The
aforementioned earnings per share attributable to owners of the Post-Merger Company (after
taking into account the Exchan, e Ratio) for FY2023 theI'efore I'epresents an incl'ease of
approximately 362.5% compared willI the prevailing earnings per shai'e of Hailong Securities

9. The Proposed Placement

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-MeI'ger Conipany, and replenish the working capital. Guotai Iunaii Securities
proposed to approve the issuance of such number of Placement A Shares at an issue price of

RMB15.97 per Placement A Share, to tile Subscriber for' a total consideration of up to

RMB10,000,000,000. The net proceeds from the Proposed Placement are intended to be used
for international business. trading and investment business. digitalisation and replenishing
working capital

The Subscriber. being Shanghai State-owned Assets ManageiiTent Co. , Ltd. ( I'. IiJ' I, !I 11' ti
in:%;,*;';fill!t\*I), is a 23.069c direct shareholder of Guotai Iunan Securities and a wholly-
owned subsidiary of Shanohai International. Shanghai International is wholly-owned as 10
100% by Shangliai SASAC. The Subscriber is principalIy Gnuaged in industrial investment,
capital opei'allon and asset acquisition

11 is expected that the number of Placement A Shares to be issued under the Proposed

Placeiiient will not exceed 626,174,076 (willI an aggregaie nominal value of RMB626.174,076)
or 3.55% of the enlarged total issued share capital of the Post-Mer, er Company (assuming that.
other than in relation to the Proposed Mergei' and Proposed Placeiiieni, there will be no chanoe
to the shareholding structure of the Post-Mergei' Company). TITe final number of Placement A
Shares to be issued 11nder the Ploposed Placement will be determined by the size of the
ancillary funds approved by the SSE and ultimately I'egisiered by the CSRC

The Proposed Placement will be undertaken concurrently with the Share EXchange.



9.1. Principal terms of the Proposed Place, ,rel, I

Guotai Junan Secui'ities and the Subscriber have entered 11/10 111e Placement Subscription
Aoreement on 9 October 2024. Set out below is key Ierins of the Ploposed Placement. For

details, please refer 10 the section headed "6. Proposed Placement" in the "Terms and
information of the Ploposed Merger and the Proposed Placement" contained in the Joint
Circular
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Parties

Issuance size

Issue price

(a) Guotai Iunan Securities (as issuer): and

Conditions

Precedent

(b) Subscriber (as subscriber)

Up 10 RMBIO billion; and up to 626,174,076 Placement A
Shares

RMB15.97 per Placement A Share (the "Issue Price")

The Placement Subscription Aoreement shall become effective

upon satisfaction of the following conditions:

(1) the passing of special resolution(s) by a majoriiy of not

less than two-thirds of the votes cast by way of poll by the

Guoiai Iunan Shaleholders present and voting in person or
by proxy at the Guotai Junan EGM to approve the

Proposed Placement;

(ii) the passing of special resolution(s) by a majority of not

less than two-thirds of the votes cast by way of poll by the

Haltong Shareholders present and voting in person or by

proxy at eacli of tile Hailong EGM. the Hailong H

Shareholders' Class Meeting and the Hailono A

Shareholders' Class Meetinu to approve the Proposed
Placement;

(Iii) the approval. filing or registration (if applicable) by
Shanohai SASAC. SSE and CSRC in respect of the

Proposed Placement ITavino been obtained and remainino
in effect;

(Iv) the Merger Agreement becoming effective: and

(v) the approval by the shareholder' of the Subscriber in

respect of the PI'oposed Placement naving been obtained
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Lock-up
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permitted by Applicable Laws, theUnless transfers are

Placement A Shai'es subscribed by the Subscriber PUTSuani to the

Proposed Placement shall be subject 10 a lock-up pel'iod of 60

months from the dale of issue of such Placement A Shares. Any

additional Guotai Junan A Shares acquired by the Subscriber as
a result of certain circumstances including bonus issues or
conversion of capital resei'ves into share capital willI respect to
the Placement A Shares shall also be subject 10 the

aforementioned lock-up period. Upon expiry of the lock-up
period, transfei's of the Placement A Shares shall be conducted
in accordance willI relevant rules of the CSRC and the SSE

Tile Issue PI'ice

For illusirative purpose only. the Issue Price is RMB15.97 per Placement A Share,
represents/is

The aforementioned lock-up period shall be adjusted froni time
to lime according to the latest requirements of the CSRC and the
SSE.

(a) a premium of approximately 9.76% over the closing price of eacli Guotai Iunaii A
Share of RMB14.55 as of the Last Tradinu Date, after deducting Guotai Iunan 2024
Interim Dividend:

The Subsci'Iber undertook to comply with the lock-up provisions
as set out above

(b) a premiuiii of approximately 12.78% over the volume-weighted average price of
RMB14.16 of each GuoiaiJunan A Share for the 20 trading days immediately prior
to the date of the Joint Announcement, after deducting Guotai Iunan 20241ntei'jin
Dividend;

(c) a premium of approximately 15.47% over the Market Reference Price of RMB 13.83
of each Guotai Iunan A Share for the 60 trading days immediately prior to the date
of the Joint Announcement, after deductino the Guoiai Iunan 2024 Interim
Dividend;

(d) a discount of approximately 18.69% over the CIOsino price of eacli Guotai Iunan A
Share of RMB 19.64 as of the Latest Practicable Date;

(e) a premium of approximately 51.66% 0vei' the closing price of each Guotai Iunan H
Share of HK$11.60 as of the Latest Practicable Date: and

(f) approximately equal to the audited net asset value of RMB15.97 per share

allributable to ordinary shareholders of Guotai Iunan Securities as of 31 December

2023. after adjustino for' the Guotai Junan 2023 Final Dividend and deductinu the
Guotai Iunaii 20241nterim Dividend



We note that pursuant to the Applicable Laws, the issue price for Placement A Shares shall
not be lower than (a) 80% of the volume-weighted average price for the 20 trading days of
Guotai Junan A Shares immediately prior to the date of the Joint Announcement; and (b) the
net asset value per share attributable to ordinary shareholders of the listed company based on
the audited consolidated statements of the most recent financial year prior to the date of the
Joint Announcement of Guotai Iunan Securities and deducting the Guotai Iunan 20241nterim
Dividend and Guotai Iunan 2023 Final Dividend. Based on the above analysis and illustrations,
the Proposed Placement issue Price is therefore in compliance with the Applicable Laws

To further assess the fairness and reasonableness of the Issue Price, we have conducted

the following analysis:

Shore price pelformonce on a!ysis

Set out below is a chart showing the movement of the daily closing prices of Guotai
Junan A Shares as well as the Issue Price during the period from 5 September 2023 (being
the 12-month period precedent to the Last Trading Date) to the Last Trading Date (the
"Placement Review Period") and up to the Latest Practicable Date. We consider the
Placement Review Period of 12 months adequately reflects recent market perception of
the value of Guotai Iunan A Shares. For completeness, we also present the daily closing
prices of Guotai Junan H Shares (translated into RMB value) in the same chart for
reference.
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Historical daily closing price of Guotai Iunan A Shares and Guotai Iunan H Shares
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Durino the Placement Review Period, the Issue PI'ice was 11ioher than the CIOsino

pi'ices of Guoiai JunaiiA Shares. Foil'eference, the Issue Price was higher than the CIOsino
prices of Guoiai Iunan H Shares as well during the Placement Review Period and up 10
the Latest Practicable Dale
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The lowest and 111ghesi closing prices of Guotai Iunan A Shares were RMB13.05 (or

RMB I 2.50 after adjustino for the final dividend declared by Guotai Iunaii Securities for
2023 and the Guoiai Iunan 20241nterim Dividend) per Guotai Iunan A Share recorded on
12 April2024, and RMB15.29 (or RMB14.74 aftei' adjustin, for the final dividend
declared by Guotai Iunan Securities for 2023 and the Guotai Junan 2024 Interim
Dividend) pel' Guotai Iunan A Share recorded on 6 November 2023 and 15 November
2023 respectively

The Issue Price represents a premiuin of approximately 4.45% (or 8.34% after

adjustino for the final dividend declared by Guotai Iunan Secui'illes for' 2023 and the
Guotai Iunan 20241nterim Dividend) over the hiohest closing price of Guotai Iunan A
Shares dunno the Placement Review Period

Subsequent to the Last Tradino Date and after the publication of the Joint
Announcement on 9 October 2024, the CIOsino price of Guoiai Iunan A Shales surued to
RMB19.64 per share on the Latest Practicable Date. The Issue Price represents a discount
of approximately 18.69% to such closing price. We note that this trend is in line willI the
H share movement as discussed in the section ITeaded "5.3. Historical relative market

price pel'formance" above. Except for (i) the publication of Joint Announcement; and (11)
the recent rise in the PRC stock market driven by favourable policies introduced by the
PRC government. we are not aware of any particular events that could have caused the
significant increase in Guotai Iunan Shares PI'ices.

While the Guoiai Iunan A Shares and Guotai Iunan H Shares trade in different stock

markets at different prices, we have also nlade comparisons of 111eir tradino prices. We
note that the issue Price is also sinnificantly higher than the historical market price of
Guotai Iunan H Shares throughout the Placement Review Period and up to the Latest
Practicable Date. As at the Latest Practicable Date, the closing price of Guotai Iunan H
Shares was HK$11.60 per SITare (equivalent to approximately RMB10.53 per share). The
Issue Price I'GPresents a premium of approximately 51.66% 10 such closing price

In summary, having considered that (1) the Issue Price is above the closing prices of

Guotai Iunan A Shares during the Placement Review Period. while subsequent to 111e Last
Trading Date and after the publication of the Joint Announcement on 9 October 2024, the
closing price of Guotai Iunan A Shares surged to RMB 19.64 per share on the Latest
Practicable Date which is above the Issue Price; and (11) the Issue Price is significantly
higher than the CIOsino prices of GuotaiIunan H Shares throughout the Placement Review
Period and up to the Latest Practicable Date, from the perspective of the historical price
performance of Guotai Iunan A Shares as well as the Guotai Iunan H Shares which the

Disintei'esied Hailong H Shai'eholders will be exchanging into, we are of the view that the
issue Price is fair and reasonable
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Coinptti'tt ble 11'tillsnciions dimly SIS

We nave identified transactions involvino issuance of new A shares by PRC listed

companies for the purpose of ancillary fund raising for acquisition or restructuring which
(i) have a price determination date within the period from 10 May 2024 to 9 October 2024
(being the six-monili period preceding the date of the Joint Announcement \\, hiclt ^eflects
the recent sentiment and prevailing practice in the PRC); and (11) nave been coinpleted as
at the Latest Practicable Date (the "Coinparable Transaction(s)"). We found an
exhaustive list of five Coinparable Transactions based on the above ci'liena, as set out in
the table below
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Disinterested Haltong H Shareholders should note that allhouoh the businesses.
operations. Inarket capitalisation and prospects of Guotai Iunan Securities as well as the
Post-Merger Company are not the same as the subject companies of the Coinparable
Transactions, the Coinparable Transactions call provide a fair and representative reference
as 10 now the recent market generally perceives ancillary fund raisings for' acquisition or
restructuring, including their prevailing terms

Company. name
1510ck code)

CCCC Design &

Consulting Group Co .

Lid. 1600/20. SHI

Rigol Technologies Co

Lid MSB7. SHI

NICopier Pit 1600038. SHI 091uly 2024

SIIan"hai Umaiui Finance 141une 2024
& Trade Zone

De\'elopmeni Co. . Lid

(600663. SH)

Premiuml(discount)

of the issue price

ovallo the closing

price per share on

last trading

day immediately

prior to the price
determination date

Price

determination

date

Premiuml(discount)

of the issue price

ovento the a\. erage

closing price per
share for the last 20

consecutive trading

days immediately

prior to the price
determination date

10 September
2024

19 Sep!ember
2024

Premiuml!discount)

of the issue price

o\echo the average

closing price per
share for the last 60

consecutive trading

days inlinediately

prior to the price
determination date

114.20%)

17.97%'

115.03%I

11371%)

117.77%)

18.74;t)

00.70(11

116.45%)

iru. soh INni, I

18.85%)

119,111 ithi, I

11/17,11 ithiei
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Company name
1510ck code)

Sichuan New Energy

POW, er Company Limiied

1000/55. SZ)

Premiuml!discount)

of the issue PI'ice

ovento the closing

price per share on

last trading

day immediately

prior to the price
determination date

Price

determination

date

Premiuml(discount)

of the issue price

o\, enjo the average

closing price per
share for the last 20

consecutive trading

days immediately

prior to the price
determination dale

28 May 20:4

Cuntai Iunan Securities

High end
Lo\\, end

Average

Soul'ce. SSE o11d Shc!ich, !! Slotk E\',/I'llg,

Premiumil(discountl

of the issue price

ovenlo the average

closing price per
share for the last 60

consecutive trading

days immediately'

prior to the price
determination date

Noie. ' Relevani Interim/final dividend was deducted fi'Qin the calculation of aveia"e trading PI'ice

As shown in the table above, the respective issue prices of the Coinparable
Transactions represent discounts to (1) the closing price per share o11 last trading day
immediately prior to the respective price determination dates; and (Ii) the average closing
price per share for the last 20 and 60 consecutive trading days immediately prior 10 the
respective price determination dates. in comparison, the Issue Price represents premiums
to the closing price and average closing prices of Guoiai Iunan A Shares as summarised
in the table above

lion;})

10 October

2024

(797%)

11777%I

11:37%)

mrs%)

10.37% INoi, )

As such, we are of the view that the Issue Price is fair and reasonable froin the

perspective of coinparable transaction analysis

1874%)

1/9/0111

(14.36;11

Lock-lip

18.36(}I

12.78% 11Voi, !

We note that the Placement A Shares subscribed by the Subscriber under Ihe
Proposed Placement shall be subject 10 a lock-up period of 60 months from the date of
issue of sucli Placement A Shares. unless transfers are permitted by Applicable Laws
Since the lock-up atI'an gement further aligns the interests of the Subscriber and Shanghai
International with those of Disinterested Hailono H Shareholders durino the lock-up
pel'10d following the completion of the Proposed Merger, we are of the view that it is fail'
and reasonable. and in the Intel'est of the Disinterested Hailong H Shareholders

18.36%)

119.70(})

113.92%I

15.47% INoie)
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Based on the above analysis. we are of the view tliai the terms of the Proposed
Placement is fair and I'Gasonable so far as the Disinterested Hailono H Shareholders are

concerned
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9.2. Rano, ,"Ie of the Proposed Placement

According to the paragraph headed "Proposed Placement" under the section headed "10

Reasons and benefits of the Proposed Me roer and the Proposed Placement" in tile "Terms and
information of the Proposed Merrier and the Proposed Placement" contained in the Joint

Cil'CUIar, the Proposed Placement aims to strengthen the Post-Me roer Company's capital base.
thereby reinforcing its ability to mitigate risks and improve its coinpetitive position 10
capitalise on opportunities in the capital market.

We note that this is in line with the background and purpose of the Pi'oposed Me roer to
create a financially stronger financial institution with comprehensive scale and services as
discussed in the section lieaded "4. Rationale of the Proposed Meroer" above. As the net
proceeds froni the Proposed Placement will be applied 10 the development of international
business, trading and investment business, digitalisaiion and replenishing working capital of
the Post-MeI'ger Company. we concur that the PI'oposed Placement will be advantageous in
positioning the Post-Merger Company to bellei' seize market opportunities and bolster its
leading position. in addition, based on our independent research conducted on Coinparable
Transactions under section 9.1 above, we note that issuing new shares to raise ancillary fund
in relation to acquisition or restructuring exercise is not uncommon in the A share market.

Further, we note that the Subscriber is a wholly-owned subsidiai'y of Shanohai
International. the controllino shareholder of Guotai Iunan Securities. We believe that the

Proposed Placement can also demonstrate the firm confidence from the existino controlling
shareholder in the future development of the Post-Me roer Company. which is beneficial in
boosting market confidence in the Post-Merger Company and could send positive signals to
investors and potential investors alike

9.3. Shareholdi, ,g din, tio, , effect

As illustrated in the paragraph ITeaded "Shareholding SII'uciure chai'I before and after the
Proposed Merger and Proposed Placement" under the section headed "I. Backoround

inforiiiation of the Proposed Merrier" in the "Terms and infoi'matioii of tile Proposed Me roer
and the Proposed Placement" contained in the Joint Cii'CUIar, the shareholdino interests of

Shai'eholders in the Post-Merrier Company. other 11Tan Shan ohai Intel'national, will be slightly
diluted froni approximately 82.53% (immediately after the CIOsin o Date) to approximately
79.60% (immediately after the Proposed Placement. whicli will be Lindertaken concurrently
with the Share EXchange)
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Consider1110 in conjunction with the Iaiionale of the Proposed Placement as set out in

section 9.2 above. as well as our analysis on the terms of the Proposed Placement as set out
in section 9.1 above, we are of the view that the said nominal level of dilution to the

shareholding interests of Shareholders in the Post-Merger Company (other than Shanghai
Intel'national) as a result of the Ploposed Placement to be acceptable
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9.4. Section concli, sio, ,

in conclusion, havino considered the factors discussed above, we are of the view that the

Proposed Placement is fair and reasonable so far as the Disinterested Hailong H Shareholders
are concerned

RECOMlvlENDATIONS

in summary, we have considered, in particular, the below factors and reasons in reachino

OUT conclusion and recommendations regarding the Proposed Merger and the Proposed
Placement:

(a) the Proposed Merger represents a strategic move to combine Hailong Securities and

GuotaiIunan Securities, which respectively are top players in the securities industry
and to develop a world-class investment bank; by retaining equity exposure in the
Post-Merger Company, Disinterested Hailong H Shareholders can benefit from the

orowtlT potential of a more diversified business portfolio with sironoer asset backing

than what they currently 1101d;

(b) from a ntarket value comparison perspective, the Proposed Merger Consideration is

above the closing prices of Hailong H Shares throughout the Pre-Announcement

Period, represents a premium of approximately 35.1% over the closing price of
Hailong H Shares as quoted on the Hong Kong Stock Exchanoe on the Last Trading

Date (after deducting the Haltong 2024 Interjin Dividend). and continued 10
represent a PI'Ginium of approximately 3.3% as at the Latest Practicable Dale;
meanwhile, the price trends of Hailono H Shares and Guoiai Iunan H Shares were
generally aligned during the Review Period. indicating that our Inarket value

comparison analysis remained valid up 10 the Latest Practicable Date;

(c) from an underlying asset value comparison perspective, the Pi'oposed Merger
Consideration represents a slight discount of approximately 5.1% 10 the underlying

asset value of each Haitono H Share; from a profitability comparison perspective.

the profit allributable 10 owners under the Proposed Me Toer Consideration

represents substantial premiuiii of ovei' six times to the profit allributable to owners

of each Haltong H Share. Overall. the discount in terms of underIyino asset value is

10 be weighed against the substantial premium in terms of profit allributable to

owners and this renders the Exchanoe Ratio of Proposed Merger froin this

perspective fair and I'Gasonable;



(d) whilst the overall trading liquidity of Hailong H Shai'es appears 10 be biglier than
Inat of CUDtai Iunan H Shares, the levels of share trading activity were Denerally in
line. Additionally, subsequent to the Proposed Merger. the asset and operational
scale as well as the market capitalisation of the Post-Me roer Company will be
significantly larger. The public float (in terms of size) of the Post-Merger Company
will also be Iaroer and consistino of shareholder bases of boili Hailono Securities

and Guotai Iunan Securities. Tilese factors will likely attract further institutional
investors following and with enhanced trading liquidity. Disinterested Hailong H
Shareholders can therefore expect improved liquidity by 1101ding Guotai Iunan H
Shares compared to holding Hailono H Shares;
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(e) in terms of coinparable analysis based on the commonly adopted and practicably
available references. (i) froin PIB Ratio perspective, whicli is a commonly used
valuation yardstick for financial institutions, the implied PIB Ratio of Hailong
Securities (based on the Proposed Merger Consideration calculated based o11 the
respective CIOsino prices of GuotaiIunan A Shales and Guotai Junan H Shares as at
the Last Trading Date and the Latest Practicable Date) is within the respective PIB

Ratio ranges of the Coinparable Companies, despite below the mean and ritedian;

and (ii) for completeness of analysis, we have also considered PIE Ratio, where the
implied PIE Ratio of Hailono Securities' is hioher than those of the Coinparable
Companies;

(f) in respect to the Proposed Placement, the Issue Pi'ice is above the CIOsinu prices of
Guotai Iunan A Shai'es 111rouohoui the Placement Review Period;

(g) ill terms of coinparable transaction analysis. the respective issue prices of the
Coinparable Transactions represent discounts to (i) the closing price per share on
last trading day immediately prior to the respective price determination dates; and

(ii) the average closing price per share for the last 20 and 60 consecutive trading
days immediately prior to the respective price determination dates. in comparison,
the Issue Price represents premiums 10 the closing price and the respective average

closing prices of Guotai Iunan A Shares;

(11) the Proposed Placement is 111 line willI the background and purpose of the Proposed
Merger. and enabling the Post-Merger Company 10 bellei' seize mai'ket opportunities
and bolster its leading position; and

(1)

In jiglTt of the above, we (i) are of the opinion that the PI'oposed Me I'ger (including the
Special Deal) and the Proposed Placement are fair and reasonable; and (ii) I'ecommend the
Hailono IBC to recommend the Independent Hailong Shareholdei's and the Disinterested
Hailong H Shareholders 10 vote in favour of the Proposed Merger (including the Special Deal)
and the Proposed Placement at the Hailono EGM and the Hailono H Shareholders' Class

Meeting.

the terms of the BOCI Asia Hailono Put Option Arrangement, WITicli is considered
as the Special Deal. are fair and reasonable
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As different Independent Hailong Shareholders and Disinterested Haitong H
Shareholders would have different investment criteria, objectives or risk appetite and
profiles, we recommend any independent Haitong Shareholders and Disinterested
Haitong H Shareholders who may require advice in relation to any aspect of the Circular,
or as to the action(s) to be taken, to consult a licensed securities dealer, bank manager,
solicitor, professional accountant, tax adviser or other professional adviser.
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Independent Haitong Shareholders and Disinterested 11aitong H Shareholders are
reminded that they should make their decisions to dispose of or retain their investments,
having regard to their own circumstances and investment objectives and are reminded to
closely monitor the market price and liquidity of Haitong H Share and Guotai Iunan H
Share during the offer period, and they may consider selling their Haitong 11 Share in the
open market, where possible, if the net proceeds (after deducting all transaction costs)
exceed the market value of the Proposed Merger Consideration.

Yours faithfully,
For and behalf of

Altus Capital Limited

Ms. Jeaniiy Le"rig ( "Ms. Le""g ") is a Responsible Officer of Anus Capitol Limited
licensed to carry on Type 6 (advising o11 corporate finance) regulated activity under the SFO
and perniiited to undertoke work OS a sponsor She is also a Responsible Officer of Anus
hiveslinenis Li, ?lited Jitensed to carry on Type I (deoliitg ill securities) regulated activity under
Ihe SFO. Ms. Lewitg nos over 30 years of experience in corporale finance advisory and
coini7iercia/ field in Greate, . Chino, in particular; she has participated in sponsorship workfor
initial public offerings and octed us financial adviser or independent financial adviser in
various corporate finance advisory transactions.

Jeanny Leung
Responsible Officer

Mr Chang Sealt Pey ("Mr. Chaing") is a Responsible Officer of Anus Capitol Limited

licensed to carry o11 Type 4 (advising on securities), Type 6 (advising on corporalefinonce) and
Type 9 (asset managemeni) regulated activities under Ihe SFO and perlnitted to undertake work
OS a spoilsoJ: He is also a Responsible Officer of Altus Investments Limited licensed to carry

on Type I (dealing ill securiiies) regulated activity under the SFO. Mr Chang has over 25 years
of experience ill banking, corporate finance advisory and myesiinent Indriogemeni. In
particular; he lids participated in sponsorship work for initial public offerings and acted OS
financial adviser or independent financial adviser ill various corpoi'ate 11honce advisory
transact!oils.

11

Chang Seam Pey
Responsible Officer
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