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The Board of Directors
Haitong Securities Co., Ltd.
No. 689 Guangdong Road
Shanghai
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22 November 2024

Dear Sirs

We refer to the joint circular dated 22 November 2024 issued by Guotai Junan Securities Co.,
Ltd. (“Guotai Junan Securities”) and Haitong Securities Co., Ltd. (“Haitong Securities”) in
connection with the Proposed Merger and Share Exchange of Guotai Junan Securities Co., Ltd.
and Haitong Securities Co., Ltd. (the “Joint Circular”), a copy of which is attached and
stamped by us on its front cover for the purpose of identification. For the purpose of this letter,
Guotai Junan Securities, Haitong Securities and their subsidiaries are collectively referred to as
the “Enlarged Group™.

We hereby consent to the inclusion of our report dated 22 November 2024 on the unaudited pro
forma financial information of the Enlarged Group as at 31 December 2023 in the Joint
Circular, and the references to our name in the form and context in which they are included.

The letter is provided solely for your information in connection with the Joint Circular and is
not intended for any other purpose. We do not accept responsibility for our report on the
unaudited pro forma financial information of the Enlarged Group as at 31 December 2023 in
the Joint Circular beyond that owed to the recipient to whom the report was addressed.

KPMG, a Hong Kong (SAR) partnership and a member firm
of the KPMG global organisation of independent member
firms affiliated with KPMG International Limited ("‘KPMG
International”), a private UK Engish company limited by
guarantee




KPMG

Yours faithfully

/0y

Certified Public Accountants
Hong Kong

29 NOV 2024
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THIS JOINT CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Keng Limited take no responsibility for the contents of this Joint Circular, make no representation
as to its accuracy or completeness and expressly disclaim any lability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this Joint Circular,

If you are in any doubt a5 to any aspect of this Joint Circular or as to the actuon to be taken, you should consult your stockbroker or other registered dealer in securities, bank
manager, solicitor, professional accountant or other professional advisers.

If you have sold or transferred all your shares in Guotai Junan Securities or Haitong Securities, you should at once hand this Joint Cireular together with the accompanying
form of proxy to the purchaser(s) or the transferee(s) or to the bank, stockbroker or other agent through whom the sale or transfer was effected for transmission to the purchaser(s)
or the transferee(s).

The distribution of this Joint Circular in certain jurisdictions may be prohibited by law, The securities to be issued pursuant to the Proposed Merger and the Placement A Shares
to be issued under the Proposed Placement have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”) or the securities
laws of any State of the United States or any other jurisdiction and may not be offered or sold in the United States, or to or for the account or henefit of any U.S, person, except
pursuant to an applicable exemption from, or in a transaction not subject to, registration under the Securities Act or securities laws of any State of the United States. No offer or
sale of securities has been or will be registered under the Securities Act or under the applicable securities laws of any other jurisdiction

Confirmation of Your Representation: You acknowledge that the offering has not been approved or disapproved by the U.S. Securities and Exchange Commission, any state
securities commission in the United States, or any other US. regulatory authority. You have accessed this Joint Circular on the basis that you have confirmed your representation
to Guotar Junan Securities and Haitong Securities that you are eligible to participate in the Proposed Merger and receive the securities to be issued pursuant to the Proposed Merger
i accordance with the laws and regulations of the jurisdiction in which you are located or are otherwise subject to.

You are reminded that you have accessed this Joint Circular on the basis that you are a person into whose possession this Jomnt Circular may be lawfully delivered m accordance
with the laws of the junisdiction in which you are located and you may not nor are you authonsed to deliver or forward this Joint Circular, electronically or otherwise, to any other
person. If you have gained access to this transmission contrary to the foregoing restrictions, you may be unable to receive any of the securities 1o be issued pursuant to the Proposed
Merger

This Joint Circular is for information purposes only and does not constitute an offer or invitation to subscribe for or purchase any securities of Guotai Junan Securities or Haitong
Securities, nor is it calculated to invite any such offer or invitation or a solicitation for any voting right or approval in any jurisdiction,

Guotai Junan Securities Co., Ltd. v A TE B-A% (A VR 3]
B 2% B &Rk 77 Ay A PR 4 ] HAITONG SECURITIES CO., LTD.

(A joint stock company incorporated in the People's (A joint stock limited company incorporated in the
Republic of China with limited liability) People’ s Republic of China with limited liability)
(Stock Code: 02611) (Stock Code: 06837)

(1) PROPOSED MERGER AND SHARE EXCHANGE OF
GUOTAI JUNAN SECURITIES AND HAITONG SECURITIES
(2) MAJOR TRANSACTION AND SPECIFIC MANDATE FOR
GUOTAI JUNAN SECURITIES TO ISSUE A SHARES AND
H SHARES FOR THE PROPOSED MERGER
(3) CONNECTED TRANSACTION AND SPECIFIC MANDATE FOR THE
CONCURRENT ISSUANCE OF A SHARES BY GUOTAI JUNAN SECURITIES
UNDER THE PROPOSED PLACEMENT
(4) SPECIAL DEAL
(5) NOTICE OF THE GUOTAI JUNAN EGM
(6) NOTICE OF THE HAITONG EGM
AND
(7) NOTICE OF THE HAITONG H SHAREHOLDERS' CLASS MEETING

3 UBS ®DBS

Financial Adviser to Guotai Junan Securities Financial Adviser to Haitong Securities

G jcal Limited
) orn Caplaal Lmies ALTUS CAPITAL LIMITED

Independent Financial Adviser to Guotai Junan Independent Financial Adviser to Haitong IBC
IBC and Independent Guotai Junan
Shareholders
A lerter from Guotai Junan Board 1s set out on pages 74 to 104 of this Joint Circular. A letter from Guotar Junan IBC containing its advice and r dation to the Independ

Guota Junan Shareholders n relation to the Proposed Placement is set out on pages 105 to 106 of this Joint Circular. A letter from Guotai Junan IFA to Guotai Junan 1BC in respect
of the Proposed Placement is set out on pages 107 to 125 of this Joint Circular. Notice convening the Guotai Junan EGM to be held at 1:30 p.m. on Friday, 13 December 2024 at
Xinghui Hall, 2nd Floor, Yan'an Hotel, No. 1111 Yan'an Middle Road, Jing'an District, Shanghai, the PRC 1s set out on pages N-1 to N-5 of this Joint Circalar. The proxy form
for use at the Guotai Junan EGM 1s enclosed herewith and also published on the websites of the Hong Kong Stock Exchange (www.hkexnews. hk) and Guotai Junan Securities
(http:#/www.gtja.com). Whether or not you are able to attend the Guotai Junan EGM, you are reminded to complete, sign and return the proxy form in accordance with the instructions
printed thereon. The proxy form shall be lodged at the H share registrar of Guotai Junan Secunities, Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong no later than twenty-four (24) hours before the ime uppointed for the holding of the Guotai Junan EGM (i.e. 1:30 p.m. on
Thursday, 12 December 2024). Completion and return of the proxy form will not preclude you from atending and voting in person at the Guotai Junan EGM should you so wish

A letter from Haitong Board is set out on pages 126 to 143 of this Joint Circular. A letter from Haitong IBC contaimng its advice and recommendation to the Independent Haitong
Sharcholders and the Disinterested Haitong H Shareholders in relation to the Proposed Merger and the Proposed Placement 1s set out on pages 144 1o 145 of this Joint Circular
A letter from Haitong IFA to Haitong IBC in respect of the Proposed Merger and the Proposed Placement is set out on pages 146 to 211 of this Joint Circular. A notice convening
the Haitong EGM at 1:30 p.m. on Friday, 13 December 2024 at Conference Room 616, Block C, Hutong Bund Finance Plaza, No. 888 South Zhongshan Road, Shanghai, the PRC
1s set out on pages N-6 to N-10 of this Joint Circular. A notice convening the Haitong H Shareholders' Class Meeting to be held at Conference Room 616, Block C, Haitong Bund
Finance Plaza, No. 888 South Zhongshan Read, Shanghai, the PRC on Friday, 13 December 2024 immediately following the conelusion of the Haitong EGM and the Haitong A
Shareholders’ Class Meeting or any adjournment thereof is set out on pages N-11 to N-14 of this Joint Circular. The forms of proxy for the Haitong EGM and/or the Haitong H
Sharcholders' Class Meeting are enclosed herewith and have been published on the websites of the Hong Kong Stock Exchange (www.hkexnews.hk) and Haitong Securities
(www.htsec.com). Whether or not you are able to attend the Haitong EGM and/or the Haitong H Shareholders” Class Meeting or any adjournment thereof, you are reminded to
complete, sign and return the form of proxy in accordance with the instructions printed thereon as soon as practicable and in any event not less than twenty-four (24) hours hefore
the time appointed for the holding of the Haitong EGM and/or the Haitong H Shareholders’ Class Meeting (i.e. 1:30 p.m. on Thursday, 12 December 2024 for the Haitong EGM
and 2:30 p.m. on Thursday, 12 December 2024 for the Haitong H Shareholders' Class Meeting) or any adjournment thereof (as the case may be), and deposit 1t together with the
notanised power of attorney or other document of authorisation with Haitong Securities” H share registrar, Computershare Hong Kong Investor Services Limited (for Haitong H
Shareholders) at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong. Completion and return of the form of proxy will not preclude you from attending and
voting at the Haitong EGM and/or the Haitong H Shareholders’ Class Meeting in person

This Joint Circular is jointly issued by Guotai Junan Securities and Haitong Securities

22 November 2024



IMPORTANT

NOTICES TO HOLDERS OF GUOTAI JUNAN SHARES AND HAITONG SHARES

Notice to holders of Guotai Junan Shares and Haitong Shares in the U.S.

IMPORTANT: You must read the following disclaimer before continuing. The following
disclaimer applies to this Joint Circular and you are therefore advised to read the following
disclaimer carefully before accessing, reading or making any other use of this Joint Circular.
In, and as a result of, accessing this Joint Circular you agree, and you are deemed to agree,

to be bound by the following terms and conditions.

The Proposed Merger will involve the exchange of securities of two joint stock companies
incorporated in the PRC with limited liability and is subject to Hong Kong disclosure
requirements, which are different from those of the U.S.. The financial statements included in
this Joint Circular have been prepared in accordance with the IFRS and the CASBE and thus
may not be comparable to financial statements of U.S. companies or companies whose

financial statements are prepared in accordance with generally accepted accounting principles
in the U.S..

Holders of Guotai Junan Shares or Haitong Shares in the U.S. may encounter difficulty
enforcing their rights and any claims arising under the U.S. federal securities laws, as each
of Guotai Junan Securities and Haitong Securities is located in a country outside the U.S. and
some or all of their respective officers and directors may be residents of a country other than
the U.S.. U.S. holders of Guotai Junan Shares or Haitong Shares may not be able to sue a
non-U.S. company or its officers or directors in a non-U.S. court for violations of the U.S.
securities laws. Further, U.S. holders of Guotai Junan Shares or Haitong Shares may encounter
difficulty compelling a non-U.S. company and its affiliates to subject themselves to a U.S.

court’s judgement.

Securities may not be offered or sold in the U.S. absent registration under the U.S.
Securities Act, or pursuant to an exemption from such registration. The Placement A Shares to
be issued under the Proposed Placement will not be registered under the U.S. Securities Act
or under the securities laws of any jurisdiction of the U.S. and will be issued in a transaction
exempt from registration under the U.S. Securities Act or securities laws of any State of the
U.S.. The Guotai Junan Shares to be issued pursuant to the Proposed Merger are not, and will
not be, registered under the U.S. Securities Act or under the securities laws of any jurisdiction
of the U.S. and will be issued to U.S. holders of Haitong Shares in reliance on the exemption
Jrom registration provided by Rule 802 under the U.S. Securities Act and in reliance on
available exemptions from any state law registration requirements and/or any applicable
securities laws. The Guotai Junan Shares to be issued pursuant to the Proposed Merger will
be “restricted securities” within the meaning of Rule 144(a)(3) under the U.S. Securities Act
to the same extent and proportion as the Haitong Shares for which they were exchanged in the

Proposed Merger.



IMPORTANT

Neither the U.S. Securities and Exchange Commission nor any U.S. state securities
commission has approved or disapproved of the Guotai Junan Shares to be issued in
connection with the Proposed Merger, or determined if this Joint Circular is accurate or
complete. Any representation to the contrary is a criminal offence. In accordance with the
exemption from the registration requirements of the U.S. Securities Act provided by Rule 802
thereunder with respect to the Guotai Junan Shares to be issued in connection with the
Proposed Merger, Guotai Junan Securities will submit to the US Securities and Exchange
Commission any informational document it publishes or otherwise disseminates to holders of

Haitong Shares related to the Proposed Merger.

Notice to holders of Guotai Junan Shares and Haitong Shares in Australia

This Joint Circular is not, and is not required to be, an Australian bidder’s statement (as
Haitong Securities is not an Australian company) or a prospectus or product disclosure
statement (“PDS”) in relation to the Guotai Junan H Shares that are offered as consideration
under the Proposed Merger and, accordingly, is not required to contain the information
required by the Corporations Act 2001 (Cth) (Australia) for an Australian bidder’s statement,
a prospectus or a PDS.

This Joint Circular has not been, and will not be, reviewed by, nor lodged with the
Australian Securities and Investments Commission. The distribution of this Joint Circular in

Australia has not been authorised by any regulatory authority in Australia.

This offer of Guotai Junan H Shares to Haitong Shareholders with an Australian
registered address is being made pursuant to this Joint Circular and to ASIC Corporations
(Foreign Scrip Bids) Instrument 2015/357 (Australia) on the basis that, for the purposes of that
instrument, this Proposed Merger is a “foreign scrip bid” regulated by or under Hong Kong
law and Guotai Junan Securities reasonably believes the Proposed Merger is made in

accordance with all relevant Hong Kong regulatory requirements.

Guotai Junan Securities has fixed 23 October 2024 as the time in the 30-day period
immediately before the date of despatch of this Joint Circular for determining the relief
condition that no more than 10% of Haitong H Shares are held by Australian residents.

Notice to Holders of Guotai Junan Shares and Haitong Shares in the European Economic
Area

In any member state of the European Economic Area, no offer has been made, nor will
be made, of the Guotai Junan Shares to the public. Notwithstanding the foregoing, an offer of
the Guotai Junan Shares may be made in a member state: (i) to any qualified investor as
defined in the Prospectus Regulation; (ii) to fewer than 150 natural or legal persons per
member state (other than qualified investors as defined in the Prospectus Regulation); (iii) to
investors who acquire Guotai Junan Shares for a total consideration of at least EUR 100,000
per investor, for each separate offer; and (iv) in any other circumstances falling within Article

1(4) of the Prospectus Regulation, provided that no such offer shall result in a requirement for

— 11—



IMPORTANT

the publication of a prospectus pursuant to Article 3 of the Prospectus Regulation or a
supplementary prospectus pursuant to Article 23 of the Prospectus Regulation. The term
“Prospectus Regulation” means Regulation (EU) 2017/1129 (as amended).

Notice to holders of Guotai Junan Shares and Haitong Shares in Japan

The Guotai Junan Shares have not been and will not be registered in Japan pursuant to
Article 4, Paragraph 1 of the Financial Instruments and Exchange Act of Japan (Act No. 25
of 1948, as amended, the “FIEA”) in reliance upon the exemption from the registration
requirements since the offering constitutes the small number private placement as provided for
in “ha” of Article 2, Paragraph 3, Item 2 of the FIEA.

Notice to holders of Guotai Junan Shares and Haitong Shares in Singapore

This Joint Circular has not been registered as a prospectus with the Monetary Authority
of Singapore. Accordingly, this Joint Circular and any other document or material in
connection with the Proposed Merger (including the notices of shareholders’ meeting and the
forms of proxy in respect of the notices of shareholders’ meeting) may not be circulated or
distributed, nor may Guotai Junan Shares be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore
except under or pursuant to a prospectus registration exemption under Subdivision (4) of
Division I of Part 13 of the Securities and Futures Act 2001 of Singapore (the “SFA”) (other
than section 280 of the SFA).

Notice to holders of Guotai Junan Shares and Haitong Shares in Switzerland

The offering of the Guotai Junan Shares in Switzerland is exempt from the requirement
to prepare and publish a prospectus under the Swiss Financial Services Act (“FinSA”)
because, among other things, such offering is solely made to existing Haitong Shareholders in
connection with the Proposed Merger and equivalent information is provided through this Joint
Circular and the Material Information Announcements published by each of Guotai Junan
Securities and Haitong Securities, and the Guotai Junan Shares will not be admitted to trading
on any trading venue in Switzerland. Neither this Joint Circular, the Material Information
Announcements and the related overseas regulatory announcements published by each of
Guotai Junan Securities and Haitong Securities, nor any other offering or marketing material
relating to the Guotai Junan Shares constitutes a prospectus pursuant to the FinSA, and no
such prospectus has been or will be prepared for or in connection with the offering of the

Guotai Junan Shares.

Notice to holders of Guotai Junan Shares and Haitong Shares in the United Kingdom

This Joint Circular and any other material in relation to the Guotai Junan Shares
described herein is only being distributed to, and is only directed at, and any investment or
investment activity to which this Joint Circular relates is available only to, and will be engaged

in only with persons who are (i) persons having professional experience in matters relating to
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IMPORTANT

investments who fall within the definition of investment professionals in Article 19(5) of the
Financial Promotions Order of the United Kingdom; or (ii) high net worth entities falling
within Article 49(2)(a) to (d) of the Financial Promotions Order of the United Kingdom; or (iii)
outside the United Kingdom; or (iv) persons to whom an invitation or inducement to engage
in investment activity (within the meaning of Section 21 of the Financial Services and Markets
Act 2023 of the United Kingdom) in connection with the issue or sale of any Guotai Junan
Shares may otherwise lawfully be communicated or caused to be communicated, (all such
persons together being referred to as “Relevant Persons”). The Guotai Junan Shares are only
available in the United Kingdom to, and any invitation, offer or agreement to purchase or
otherwise acquire the Guotai Junan Shares will be engaged in only with, the Relevant Persons.
Any person in the United Kingdom that is not a Relevant Person should not act or rely on this

Joint Circular or any of its contents.

No Guotai Junan Shares have been offered or will be offered pursuant to the Proposed
Merger to the public in the United Kingdom prior to the publication of a prospectus in relation
to the Guotai Junan Shares which has been approved by the Financial Conduct Authority of the
United Kingdom, except that the Guotai Junan Shares may be offered to the public in the
United Kingdom at any time:

1. to any legal entity which is a qualified investor as defined under Article 2 of the UK
Prospectus Regulation.

2. to fewer than 150 natural or legal persons (other than qualified investors as defined
under Article 2 of the UK Prospectus Regulation); or

3. in any other circumstances falling within Section 86 of the Financial Services and
Markets Act 2023 of the United Kingdom.

provided that no such offer of the Guotai Junan Shares shall require Guotai Junan
Securities or any of its affiliates to publish a prospectus pursuant to Section 85 of the Financial
Services and Markets Act 2023 of the United Kingdom or supplement a prospectus pursuant to
Article 23 of the UK Prospectus Regulation. For the purposes of this provision, the expression
an “offer to the public” in relation to the Guotai Junan Shares in the United Kingdom means
the communication in any form and by any means of sufficient information on the terms of the
offer and any Guotai Junan Shares to be offered so as to enable an investor to decide to
purchase or subscribe for any Guotai Junan Shares and the expression “UK Prospectus
Regulation” means Regulation (EU) 2017/1129 as it forms part of domestic law by virtue of
the European Union (Withdrawal) Act 2018. Each person in the United Kingdom who acquires
any Guotai Junan Shares pursuant to the Proposed Merger will be deemed to have represented,

acknowledged, and agreed that it meets the criteria outlined in this section.

—1v —
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ENQUIRY HOTLINE AND EMAIL

Guotai Junan Securities and Haitong Securities have set up an enquiry hotline and email
to provide information in relation to the Proposed Merger and the Proposed Placement in
response to only administrative or procedural queries. If Guotai Junan Shareholders, Haitong
Shareholders and potential investors have any questions of an administrative and procedural
nature concerning the Proposed Merger and the Proposed Placement, please reach out to Orient
Capital Pty Limited via the following ways:

Phone: +852 3953 7250

Email: gtja.haitong@orientcap.com

Office hours: 9:00 a.m. to 6:00 p.m. Mondays to Fridays (excluding weekends and public
holidays in Hong Kong)

This hotline is managed by an external service provider, Orient Capital Pty Limited. For
the avoidance of doubt, the designated phone line or email account cannot and will not: (i)
provide any information not available in the public domain nor any advice on the merits or
risks of the Proposed Merger and Proposed Placement; or (ii) give any financial or legal advice.
If you are in doubt as to any aspect of this Joint Circular or action to be taken, you should
consult a licensed securities dealer or registered institution in securities, a bank manager,

solicitor, professional accountant or other professional advisers.



EXPECTED TIMETABLE

EXPECTED TIMETABLE OF THE GUOTAI JUNAN EGM, THE HAITONG EGM,
THE HAITONG A SHAREHOLDERS’ CLASS MEETING AND THE HAITONG H
SHAREHOLDERS’ CLASS MEETING CONVENED FOR CONSIDERING THE
PROPOSED MERGER AND THE PROPOSED PLACEMENT:

The expected timetable set out below is indicative only and may be subject to change.
Further announcement(s) will be made as and when appropriate.

Unless otherwise expressly stated, references to times and dates in this Joint Circular
and the notices are to Hong Kong times and dates.

Latest time for lodging transfers of Guotai Junan
H Shares in order to be entitled to attend and
vote at the Guotai Junan EGM . ........ ... ... ... ........ 4:30 p.m. on Monday,
9 December 2024

Latest time for lodging transfers of Haitong H Shares
in order to be entitled to attend and vote at the Haitong EGM
and the Haitong H Shareholders’ Class Meeting. .. ............. 4:30 p.m. on Monday,
9 December 2024

Closure of registers for transfers of shares for
determination of Guotai Junan H Shareholders entitled
to attend and vote at the Guotai Junan EGM ........... Tuesday, 10 December 2024 to
Friday, 13 December 2024

Closure of registers for transfers of shares for
determination of Haitong H Shareholders entitled to attend
and vote at the Haitong EGM and the Haitong
H Shareholders’ Class Meeting. . . ................... Tuesday, 10 December 2024 to
Friday, 13 December 2024

Latest time for lodging proxy forms in respect of the
Guotai Junan EGM . .. ... ... .. .. 1:30 p.m. on Thursday,
12 December 2024

Latest time for lodging proxy forms in respect of the
Haitong EGM . ... ... . . 1:30 p.m. on Thursday,
12 December 2024

Latest time for lodging proxy forms in respect of the
Haitong H Shareholders’ Class Meeting .. .................. 2:30 p.m. on Thursday,
12 December 2024
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EXPECTED TIMETABLE

Record date for Guotai Junan Shareholders for the
Guotai Junan EGM .. ... ... ... .. ... ... Friday, 13 December 2024

Record date for Haitong Shareholders for the Haitong EGM

and the Haitong H Shareholders’ Class Meeting .. .......... Friday, 13 December 2024
Guotai Junan EGM. . ...... .. .. ... ... ... ... 1:30 p.m. on Friday, 13 December 2024
Haitong EGM. . ..... ... ... ... ... ....... 1:30 p.m. on Friday, 13 December 2024
Haitong A Shareholders’ Class Meeting . . ....................... 2:00 p.m. on Friday,

13 December 2024 or immediately
following the conclusion of the Haitong
EGM or any adjournment thereof

Haitong H Shareholders’ Class Meeting . . . ...................... 2:30 p.m. on Friday,
13 December 2024 or immediately

following the conclusion of the Haitong

EGM and the Haitong A Shareholders’

Class Meeting or any adjournment thereof

Announcement of poll results of the Guotai Junan EGM. . . ... .. Friday, 13 December 2024

Announcement of poll results of the Haitong EGM,
Haitong A Shareholders’ Class Meeting and
Haitong H Shareholders’ Class Meeting. . .. ............... Friday, 13 December 2024

Resumption of registers for transfers of shares ............... ... 9:00 a.m. on Monday,
16 December 2024

Issue of notice and announcement
to Guotai Junan Securities’ creditors
pursuant to PRC Company Law. . .......... ... ... .. ...... Not later than 10 days
(for the notice to creditors) and within
30 days (for the announcement) following
the Guotai Junan EGM approving
the Proposed Merger

Issue of notice and announcement
to Haitong Securities’ creditors
pursuant to PRC Company Law. ... ...... ... ... ... ...... Not later than 10 days
(for the notice to creditors) and within
30 days (for the announcement) following the
Haitong EGM and the Haitong H Shareholders’
Class Meeting approving the Proposed Merger
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EXPECTED TIMETABLE

End of the period during which repayment of
indebtedness is required to be handled pursuant
to requests from Guotai Junan Securities’ creditors ... .. .. Within 30 days after the issue
of notice to creditors or 45 days
after the issue of announcement to
creditors (whichever is the latest)

End of the period during which repayment of
indebtedness is required to be handled pursuant
to requests from Haitong Securities’ creditors ........... Within 30 days after the issue
of notice to creditors or 45 days
after the issue of announcement

to creditors (whichever is the latest)

Note: Guotai Junan Securities will issue separate announcement(s) notifying Guotai Junan H Shareholders of the
timeline for the exercise of the Guotai Junan Put Option and the exact dates and relevant arrangements for the
Share Exchange. Haitong Securities will issue separate announcement(s) notifying Haitong H Shareholders of
the timeline for the exercise of the Haitong Put Option, the proposed withdrawal of listing of the Haitong H
Shares, the exact dates and relevant arrangements for the Share Exchange, the last day for dealing in Haitong
H Shares on the Hong Kong Stock Exchange as well as when the formal delisting of the Haitong H shares will
become effective.

LIST OF MAJOR EVENTS LEADING TO IMPLEMENTATION AND COMPLETION
OF THE PROPOSED MERGER

Guotai Junan Securities and Haitong Securities will jointly publish announcement(s) on
the date when, or as soon as reasonably practicable after, all Effectiveness Conditions to the
Merger Agreement have been satisfied and the implementation conditions of the Merger
Agreement have been satisfied or waived, as appropriate.

After publication of the above-mentioned announcement(s) and subject to compliance
with regulatory requirements and practices, upon the commencement of the announced Guotai
Junan Put Option Declaration Period and the announced Haitong Put Option Declaration
Period, the Qualified Guotai Junan Dissenting Shareholders and Qualified Haitong Dissenting
Shareholders may exercise the Guotai Junan Put Option and Haitong Put Option, respectively,
by delivering the share certificates for Guotai Junan H Shares and Haitong H Shares (as the
case may be) together with the relevant transfer forms to the H share registrars of Guotai Junan
Securities and Haitong Securities, respectively. The detailed arrangements for exercise of the
Guotai Junan Put Option and Haitong Put Option (including without limitation in relation to
the Guotai Junan Put Option Exercise Date or the Haitong Put Option Exercise Date,
declaration, settlement and closing arrangements of the Guotai Junan Put Option or the Haitong
Put Option) will be separately announced prior to commencement of the implementation of the
Guotai Junan Put Option and Haitong Put Option.

The Share Exchange to implement the Proposed Merger will commence immediately after
completion of the implementation of the Guotai Junan Put Option and Haitong Put Option.
Separate announcement(s) will be published in relation to the Share Exchange arrangements.
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EXPECTED TIMETABLE

WARNING

The Effectiveness Conditions must be fulfilled before the Merger Agreement
becomes effective. Therefore, the Merger Agreement may or may not become effective.
Guotai Junan Shareholders, Haitong Shareholders and potential investors in the
securities of Guotai Junan Securities and/or the securities of Haitong Securities should be
aware that the Proposed Merger is subject to the Conditions set out in this Joint Circular
being satisfied or waived, as applicable, and neither Guotai Junan Securities nor Haitong
Securities provides any assurance that any or all Conditions can be satisfied, and thus the
Merger Agreement may or may not become effective or, if effective, may or may not be
implemented or completed. Guotai Junan Shareholders, Haitong Shareholders and
potential investors in the securities of Guotai Junan Securities and/or the securities of
Haitong Securities should therefore exercise caution when dealing in Guotai Junan Shares
or Haitong Shares. Persons who are in doubt as to the action they should take should
consult their stockbroker, bank manager, solicitor or other professional advisers.
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ACTION TO BE TAKEN

ACTION TO BE TAKEN BY GUOTAI JUNAN H SHAREHOLDERS

Guotai Junan H Shareholders who have been registered as holders of Guotai Junan H
Shares on the register of members of Guotai Junan Securities kept by the registrar of H shares
and who have completed all such necessary registration procedures by no later than 4:30 p.m.
on Monday, 9 December 2024 will be entitled to attend the Guotai Junan EGM.

Whether or not you intend to attend the Guotai Junan EGM, you are strongly urged to
complete and return the proxy forms in accordance with the instructions printed thereon. The
proxy forms should be returned as soon as possible (but in any event not less than 24 hours
before the appointed time for holding the relevant meetings (i.e. 1:30 p.m. on Thursday, 12
December 2024) or any adjournment thereof). After completion and return of the proxy forms,
you may still attend and vote at the relevant meetings should you so wish. A drop box service
will be available for Guotai Junan Shareholders to lodge their proxy forms at Guotai Junan
Securities’ share registrar for H shares, Computershare Hong Kong Investor Services Limited,
at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

The register of members of Guotai Junan H Shareholders will be closed from Tuesday, 10
December 2024 to Friday, 13 December 2024 (such dates inclusive), during which no
registration of transfers of Guotai Junan H Shares will be processed. If applicable, Guotai
Junan H Shareholders intending to attend the Guotai Junan EGM must lodge their respective
transfer documents and relevant share certificates with Guotai Junan Securities’ share registrar
for H shares, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong no later than 4:30 p.m.
on Monday, 9 December 2024.

An announcement will be made by Guotai Junan Securities in relation to the results of the
Guotai Junan EGM. Further announcement(s) will be made before/after the satisfaction or
waiver, as appropriate, of the Effectiveness Conditions and conditions to implementation of the

Merger Agreement.

ACTION TO BE TAKEN BY GUOTAI JUNAN DISSENTING SHAREHOLDERS TO
EXERCISE THE GUOTAI JUNAN PUT OPTION

In order to protect the interests of the Guotai Junan Dissenting Shareholders, the Guotai
Junan Put Option will be granted to the Guotai Junan Dissenting Shareholders.

If the Proposed Merger is ultimately not implemented, the Guotai Junan Dissenting
Shareholders shall have no right to exercise the Guotai Junan Put Option and shall not be
entitled to claim any compensation or indemnity from Guotai Junan Securities or any Guotai

Junan Put Option Provider.



ACTION TO BE TAKEN

Entitlement to Exercise the Guotai Junan Put Option

Only those Guotai Junan Dissenting Shareholders who have cast an Effective Dissenting
Vote in respect of the relevant resolutions regarding the proposal of the Proposed Merger and
the relevant resolution regarding the execution of the Merger Agreement at the Guotai Junan
EGM will be eligible to exercise the Guotai Junan Put Option in relation to their Guotai Junan
H Shares and/or Guotai Junan A Shares, subject to satisfaction of the criteria set out in the
definition of “Qualified Guotai Junan Dissenting Shareholder(s)”.

Subject to satisfaction or waiver (as applicable) of all the Conditions, the Qualified
Guotai Junan Dissenting Shareholders who exercise the Guotai Junan Put Option will be
entitled to sell their Guotai Junan Shares to the Guotai Junan Put Option Providers, (with
respect to Guotai Junan A Shares) Shanghai International, at a cash price equal to RMB14.86
per Guotai Junan A Share, and (with respect to Guotai Junan H Shares) Shanghai International
(Hong Kong), at a cash price equal to HK$8.54 per Guotai Junan H Share. The cash amounts
have been determined according to the highest trading prices of Guotai Junan A Shares and
Guotai Junan H Shares on the SSE and the Hong Kong Stock Exchange, respectively, during
the 60 trading days of the Guotai Junan Shares prior to the date of the Joint Announcement.

The Guotai Junan A Shares and Guotai Junan H Shares acquired by the relevant Guotai
Junan Put Option Provider from the Guotai Junan Dissenting Shareholders (if any) will be held
by the relevant Guotai Junan Put Option Provider. Guotai Junan Dissenting Shareholders shall
not otherwise claim Guotai Junan Put Options from Guotai Junan Securities or Guotai Junan

Shareholders who vote in favour of the Proposed Merger.

Procedures for Exercising the Guotai Junan Put Option

The detailed arrangements for exercise of the Guotai Junan Put Option (including without
limitation in relation to the relevant actions required to be taken by Guotai Junan Dissenting
Shareholders, the Guotai Junan Put Option Exercise Date, declaration, settlement and closing
arrangements of the Guotai Junan Put Option) will be determined by Guotai Junan Securities
and the Guotai Junan Put Option Providers after negotiation and will be announced in
accordance with the Applicable Laws of the SSE, the Hong Kong Stock Exchange and the
relevant depository and clearing corporation.

EXERCISE YOUR RIGHT TO VOTE

If you are a Guotai Junan H Shareholder or a beneficial owner of Guotai Junan H Shares,
Guotai Junan Securities strongly encourages you to exercise your right to vote or give
instructions to the relevant registered owner to vote in person or by proxy at the Guotai Junan
EGM. If you keep any Guotai Junan H Shares in a share lending programme or a custodian
account, Guotai Junan Securities urges you to recall any outstanding Guotai Junan H Shares on
loan or require your custodian to recall any such shares on loan to avoid market participants
using borrowed stock to vote.
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ACTION TO BE TAKEN

If you are a beneficial owner whose Guotai Junan H Shares are deposited in CCASS,
Guotai Junan Securities strongly encourages you to provide HKSCC with instructions or make
arrangements with HKSCC in relation to the manner in which those shares should be voted at
the Guotai Junan EGM without delay (as detailed in the section “Letter from Guotai Junan
Board — 10. Guotai Junan EGM”).

If you are a registered owner holding Guotai Junan H Shares on behalf of beneficial
owners, Guotai Junan Securities would be grateful if you would inform the relevant beneficial
owners about the importance of exercising their vote.

If you are in doubt as to the action to be taken, you are encouraged to consult your
stockbroker, bank manager, solicitor or other professional advisers.

INSTRUCTIONS FOR VOTING AT GUOTAI JUNAN EGM BY SOUTHBOUND
INVESTORS

Guotai Junan H Shares are eligible for southbound trading through the southbound trading
links of the Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect.
China Clear acting as nominee shareholder of Southbound Investors participating and voting
at the Guotai Junan EGM on behalf of the Southbound Investors shall comply with the
requirements of the Business Guidelines. Pursuant to the Business Guidelines, Southbound
Investors shall declare their voting instructions via clearing participants anytime from the date
of this Joint Circular until one China trading day earlier than the last day for voting set by
HKSCC. China Clear will collect voting instructions from Southbound Investors and then
submit such voting instructions to HKSCC on behalf of Southbound Investors.

ACTION TO BE TAKEN BY HAITONG H SHAREHOLDERS

Haitong H Shareholders who have been registered as holders of Haitong H Shares on the
H share register of members of Haitong Securities kept by the H share registrar of Haitong
Securities and who have completed all such necessary registration procedures by no later than
4:30 p.m. on Monday, 9 December 2024 will be entitled to attend the Haitong EGM and the
Haitong H Shareholders’ Class Meeting.

Whether or not you intend to attend the Haitong EGM or the Haitong H Shareholders’
Class Meeting, you are strongly urged to complete and return the proxy forms in accordance
with the instructions printed thereon. The proxy forms should be returned as soon as possible
(but in any event not less than 24 hours before the appointed time for holding the relevant
meetings (i.e. 1:30 p.m. or 2:30 p.m. on Thursday, 12 December 2024) or any adjournment
thereof). After completion and return of the proxy forms, you may still attend and vote at the
relevant meetings should you so wish. A drop box service will be available for Haitong
Shareholders to lodge their proxy forms at the H share registrar of Haitong Securities,
Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong.
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ACTION TO BE TAKEN

The H share register of members of Haitong Securities will be closed from Tuesday, 10
December 2024 to Friday, 13 December 2024 (such dates inclusive), during which no
registration of transfers of Haitong H Shares will be processed. If applicable, Haitong H
Shareholders intending to attend the Haitong EGM and the Haitong H Shareholders’ Class
Meeting must lodge their respective transfer documents and relevant share certificates with H
share registrar of Haitong Securities, Computershare Hong Kong Investor Services Limited, at
Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong
no later than 4:30 p.m. on Monday, 9 December 2024.

An announcement will be made by Haitong Securities in relation to the results of the
Haitong EGM and the Haitong H Shareholders’ Class Meeting. Further announcement(s) will
be made before/after the satisfaction or waiver, as appropriate, of the Effectiveness Conditions

and conditions to implementation of the Merger Agreement.

ACTION TO BE TAKEN BY HAITONG DISSENTING SHAREHOLDERS TO
EXERCISE THE HAITONG PUT OPTION

In order to protect the interests of the Haitong Dissenting Shareholders, the Haitong Put
Option will be granted to the Haitong Dissenting Shareholders.

If the Proposed Merger is ultimately not implemented, the Haitong Dissenting
Shareholders shall have no right to exercise the Haitong Put Option and shall not be entitled
to claim any compensation or indemnity from Haitong Securities or any Haitong Put Option
Provider.

Entitlement to Exercise the Haitong Put Option

Only those Haitong Dissenting Shareholders who have cast an Effective Dissenting Vote
in respect of each of the special resolutions regarding the proposal of the Proposed Merger and
the relevant special resolution regarding the execution of the Merger Agreement at (a) the
Haitong EGM and (b)(i) (for Haitong A Shareholders) the Haitong A Shareholders’ Class
Meeting or (ii) (for Haitong H Shareholders) the Haitong H Shareholders’ Class Meeting, as
the case may be, will be eligible to exercise the Haitong Put Option in relation to their Haitong
H Shares and/or Haitong A Shares, subject to satisfaction of the criteria set out in the definition
of “Qualified Haitong Dissenting Shareholder(s)”.

Subject to satisfaction or waiver (as applicable) of all the Conditions, the Qualified
Haitong Dissenting Shareholders who exercise the Haitong Put Option will be entitled to sell
their Haitong Shares to the relevant Haitong Put Option Provider(s) at a cash price equal to
RMB9.28 per Haitong A Share and HK$4.16 per Haitong H Share. The cash amounts have been
determined according to the highest trading prices of Haitong A Shares and Haitong H Shares
on the SSE and the Hong Kong Stock Exchange, respectively, during the 60 trading days of the

Haitong Shares prior to the date of the Joint Announcement.
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The Haitong A Shares and Haitong H Shares acquired by the relevant Haitong Put Option
Provider(s) from the Qualified Haitong Dissenting Shareholders (if any) will form part of the
Haitong Shares to be exchanged into Guotai Junan A Shares and Guotai Junan H Shares
respectively at the Exchange Ratio on the Share Exchange Date. Haitong Securities will issue
separate announcement(s) notifying Haitong H Shareholders of the Share Exchange Date and
relevant arrangements. Haitong Dissenting Shareholders shall not otherwise claim Haitong Put
Options from Haitong Securities or Haitong Shareholders who vote in favour of the Proposed
Merger.

Procedures for Exercising the Haitong Put Option

The detailed arrangements for exercise of the Haitong Put Option (including without
limitation in relation to the relevant actions required to be taken by Haitong Dissenting
Shareholders, the Haitong Put Option Exercise Date, declaration, settlement and closing
arrangements of the Haitong Put Option) will be determined by Haitong Securities and the
Haitong Put Option Provider(s) after negotiation and will be announced in accordance with the
Applicable Laws of the SSE, the Hong Kong Stock Exchange and the relevant depository and
clearing corporation.

EXERCISE YOUR RIGHT TO VOTE

If you are a Haitong H Shareholder or a beneficial owner of Haitong H Shares, Haitong
Securities strongly encourages you to exercise your right to vote or give instructions to the
relevant registered owner to vote in person or by proxy at the Haitong EGM and the Haitong
H Shareholders’ Class Meeting. If you keep any Haitong H Shares in a share lending
programme or a custodian account, Haitong Securities urges you to recall any outstanding
Haitong H Shares on loan or require your custodian to recall any such shares on loan to avoid
market participants using borrowed stock to vote.

If you are a beneficial owner whose Haitong H Shares are deposited in CCASS, Haitong
Securities strongly encourages you to provide HKSCC with instructions or make arrangements
with HKSCC in relation to the manner in which those shares should be voted at the Haitong
EGM and Haitong H Shareholders’ Class Meeting without delay (as detailed in the section
“Letter from Haitong Board — 6. Haitong EGM and Haitong H Shareholders’ Class Meeting”).

If you are a registered owner holding Haitong H Shares on behalf of beneficial owners,
Haitong Securities would be grateful if you would inform the relevant beneficial owners about

the importance of exercising their vote.

If you are in doubt as to the action to be taken, you are encouraged to consult your
stockbroker, bank manager, solicitor or other professional advisers.
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INSTRUCTIONS FOR VOTING AT HAITONG EGM AND HAITONG H
SHAREHOLDERS’ CLASS MEETING BY SOUTHBOUND INVESTORS

Haitong H Shares are eligible for southbound trading through the southbound trading
links of the Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect.
China Clear acting as nominee shareholder of Southbound Investors participating and voting
at the Haitong EGM and the Haitong H Shareholders’ Class Meeting on behalf of the
Southbound Investors shall comply with the requirements of the Business Guidelines. Pursuant
to the Business Guidelines, Southbound Investors shall declare their voting instructions via
clearing participants anytime from the date of this Joint Circular until one PRC trading day
earlier than the last day for voting set by HKSCC. China Clear will collect voting instructions
from Southbound Investors and then submit such voting instructions to HKSCC on behalf of
Southbound Investors.
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DEFINITIONS

In this Joint Circular, unless the context otherwise requires, the following expressions
have the meanings set out below:

acting in concert has the meaning given to it in the Takeovers Code;
Administrative Measures for means the Administrative Measures for the Material
Restructuring Asset Restructuring of Listed Companies (Order of

CSRC (No. 214)) ( b A H K & &4 B HIHE)
("B 6 426214 5F)) promulgated by the CSRC;

Applicable Laws means, with respect to any person, any laws, rules,
regulations, guidelines, directives, treaties, judgements,
decrees, orders or notices of any Governmental Authority
that is applicable to such person;

associate(s) has the meaning given to it in the Hong Kong Listing
Rules;
BOC Group means Bank of China Limited and its subsidiaries,

including BOCI Asia;

BOCI Asia means BOCI Asia Limited, a limited liability company
incorporated in Hong Kong, which is an indirect wholly-
owned subsidiary of Bank of China Limited and one of
the Haitong Put Option Providers (with respect to
Haitong H Shares);

BOCI Asia Haitong Put Option means, as part of the Haitong Put Option arrangements,
Arrangement BOCI Asia acting as one of the Haitong Put Option
Providers with respect to the Haitong H Shares, which is

considered as the Special Deal;

BOCI (China) means BOC International (China) Co., Ltd.* ("%} B P75
KB A BT, a joint stock company incorporated in
the PRC with limited liability, whose A shares are listed
and traded on the SSE (stock code: 601696), the A-share
independent financial adviser to Haitong Securities in
relation to the Proposed Merger and the Proposed
Placement;



DEFINITIONS

BOCI (China) Valuation Report

Bright Food

Business Guidelines

CASBE

CCASS

China Clear

China or PRC

China Universal

close associate(s)

means the valuation report prepared by BOCI (China) as
the valuer in accordance with the Administrative
Measures for Restructuring and other Applicable Laws in
relation to the Proposed Merger and the Proposed
Placement for analysing the fairness and reasonableness
of the share exchange price as well as the cash put option
price in the Proposed Merger, the full text of which is set
out in the Material Information Announcement published
by Haitong Securities for the information of Haitong H
Shareholders. The BOCI (China) Valuation Report does
not involve any profit forecast;

means Bright Food (Group) Co., Ltd.* CEHE )
FFRZF]), a limited liability company incorporated in
the PRC and ultimately held by Shanghai SASAC;

means Business Guidelines on Deposit and Clearing of
Southbound Trading of China Clear (Shanghai Branch)
and/or the Business Guidelines on Deposit and Clearing
of Southbound Trading of China Clear (Shenzhen

Branch) (as the case may be);

means the China Accounting Standards for Business
Enterprises (H'El{ZE & 1¥EHI) and its supplementary
regulations promulgated by the Ministry of Finance of
the PRC;

means Central Clearing and Settlement System;

means China Securities Depository and Clearing
Corporation Limited;

means the People’s Republic of China;

means China Universal Asset Management Company
Limited* (HERE HEHBMHABRATR]), a joint stock
company incorporated in the PRC with limited liability
and an investee company of Orient Securities and
controlled by Orient Securities as defined under the
Takeovers Code;

has the meaning given to it in the Hong Kong Listing

Rules;



DEFINITIONS

Closing

Closing Date

Conditions

connected person(s)

controlling shareholder(s)

Cooperation Agreement

CSRC

DBS Group

means the closing of the Share Exchange on the Closing
Date, upon which the Post-Merger Company will assume
all assets, liabilities, businesses, employees, contracts,
qualifications and all other rights and obligations of
Haitong Securities;

means the date on which Closing occurs, which is the
later of the A Share-Share Exchange Date and the H
Share-Share Exchange Date (if not occurring on the same
date), or such other date as agreed by Guotai Junan
Securities and Haitong Securities. As at the Latest
Practicable Date, the Closing Date is expected to be the
H Share-Share Exchange Date which is expected to be
scheduled on or about the third business day after the A
Share-Share Exchange Date;

means the Effectiveness Conditions and the “Conditions
to implementation of the Merger Agreement” as set out in
“3. Principal Terms of the Merger Agreement” under the
section headed “Terms and Information of the Proposed
Merger and the Proposed Placement”;

has the meaning given to it in the Hong Kong Listing
Rules;

has the meaning given to it in the Hong Kong Listing
Rules;

means the cooperation agreement entered into between
Guotai Junan Securities and Haitong Securities in
relation to the Proposed Merger on 5 September 2024;

means the China Securities Regulatory Commission;

means DBS Group Holdings Limited and its subsidiaries
from time to time, including but not limited to DBS Asia
Capital Limited, being the financial adviser to Haitong
Securities to the Proposed Merger;



DEFINITIONS

Disinterested Haitong H
Shareholders

Disinterested Haitong H Shares

Effective Dissenting Vote(s)

Effectiveness Condition(s)

Enlarged Group

Exchange Ratio

Executive

means such disinterested Haitong H Shareholders as
shown in “l. Background Information of the Proposed
Merger — (3) Shareholding Structure Chart before and
after the Proposed Merger and Proposed Placement”
under the section headed “Terms and Information of the
Proposed Merger and the Proposed Placement” of this
Joint Circular, who are not Guotai Junan Securities,
Guotai Junan Concert Parties nor the BOC Group;

means Haitong H Shares that are held by Disinterested
Haitong H Shareholders;

means any dissenting vote(s) in relation to the Proposed
Merger effectively cast by a shareholder (including
Southbound Investors, Northbound Investors, and
shareholders holding shares through a stockbroker, a
custodian, a trustee or a nominee (e.g. in the CCASS),
whose name appears on the register of members of Guotai
Junan Securities or Haitong Securities as a single
shareholder (e.g. HKSCC Nominees Limited)) and in
accordance with Guotai Junan Articles or Haitong
Articles (as the case may be) and Applicable Laws
through voting at the relevant shareholders’ meeting;

means the “Conditions to the Merger Agreement
becoming effective” as set out in “3. Principal Terms of
the Merger Agreement” under the section headed “Terms
and Information of the Proposed Merger and the
Proposed Placement”;

means the Post-Merger Company and its subsidiaries;

means the ratio of: (a) 0.62 Guotai Junan A Shares being
issued by Guotai Junan Securities in exchange for 1
Haitong A Share, and (b) 0.62 Guotai Junan H Shares
being issued by Guotai Junan Securities in exchange for
1 Haitong H Share under the Proposed Merger;

means the Executive Director of the Corporate Finance
Division of the SFC or any delegate of the Executive
Director;



DEFINITIONS

Future Return Plan

Governmental Authority(ies)

GTJA Asset Management

Guosheng Group

Guotai Junan 2023 Final
Dividend

Guotai Junan 2024 Interim
Dividend

Guotai Junan (Hong Kong)

Guotai Junan A Shareholders

means the future dividend plan for return to the
shareholders for the coming three years (2024-2026) to
be approved at the Guotai Junan EGM, details of which
are set out in “Future dividend plan for return to the
shareholders for the coming three years (2024-2026)”
under the section headed “Letter from Guotai Junan
Board — 3. Resolutions at the Guotai Junan EGM in
relation to the Proposed Merger and the Proposed
Placement”;

means any relevant government, governmental, quasi-
governmental, administrative, regulatory or judicial
body, department (including any relevant securities
exchange), commission, authority, tribunal, agency or
entity;

means Shanghai Guotai Junan Securities Asset
Management Co., Ltd., a company incorporated in the
PRC with limited liability and a subsidiary of Guotai
Junan Securities;

means Shanghai Guosheng (Group) Co., Ltd.* (- i 5%
(EENABRAT]D), a  limited  liability — company
incorporated in the PRC and ultimately held by Shanghai
SASAC, and its subsidiaries;

means the final dividend of HK$4.395546 per 10 Guotai
Junan H Shares or RMB4 per 10 Guotai Junan A Shares
for the year ended 31 December 2023, as paid by Guotai
Junan Securities on 28 June 2024;

means the interim dividend of HK$1.641716 per 10
Guotai Junan H Shares or RMB1.5 per 10 Guotai Junan
A Shares for the six months ended 30 June 2024, as paid
by Guotai Junan Securities on 21 October 2024;

means Guotai Junan Investments (Hong Kong) Limited, a
limited liability company incorporated in Hong Kong and

a subsidiary of Guotai Junan Securities;

means the holders of Guotai Junan A Shares;



DEFINITIONS

Guotai Junan A Shares

Guotai Junan Articles

Guotai Junan Board

Guotai Junan Concert Parties

Guotai Junan Director(s)

Guotai Junan Dissenting
Shareholder

means the ordinary shares issued by Guotai Junan
Securities, with a RMB denominated par value of
RMB1.00 each, which are subscribed for and paid up in
RMB and are listed and traded on the SSE;

means the articles of association of Guotai Junan

Securities;

means board of Guotai Junan Directors;

means persons who are acting in concert or presumed to
be acting in concert with Guotai Junan Securities in
respect of Haitong Securities according to the definition
of “acting in concert” under the Takeovers Code,
including Shanghai International and its subsidiaries,
subsidiaries of Guotai Junan Securities which are
Haitong Shareholders (i.e. HuaAn Funds and GTJA Asset
Management), Mr. LI Junjie, members of the UBS Group
(excluding members of the UBS Group which are exempt
principal traders or exempt fund managers, in each case
recognised by the Executive as such for the purpose of
the Takeovers Code and are connected for the sole reason
that they control, are controlled by or are under the same
control as UBS), Orient Securities and China Universal,
a company controlled (as defined under the Takeovers
Code) by Orient Securities;

means director(s) of Guotai Junan Securities;

means a Guotai Junan Shareholder (including
Southbound Investors, Northbound Investors, and
shareholders holding shares through a stockbroker, a
custodian, a trustee or a nominee (e.g. in the CCASS),
whose name appears on the register of members of Guotai
Junan Securities as a single shareholder (e.g. HKSCC
Nominees Limited)) who has cast an Effective Dissenting
Vote in respect of the relevant resolutions regarding the
proposal of the Proposed Merger (i.e. special resolutions
numbered 2.1 (including all sub-resolutions thereunder)
and 2.3) and the relevant resolution regarding the
execution of the Merger Agreement (i.e. special
resolution numbered 4) at the Guotai Junan EGM;



DEFINITIONS

Guotai Junan EGM

Guotai Junan Group

Guotai Junan H Shareholders

Guotai Junan H Shares

Guotai Junan IBC

Guotai Junan IFA or

Gram Capital

Guotai Junan International

means Guotai Junan Securities’ extraordinary general
meeting to be convened at 1:30 p.m. on Friday, 13
December 2024 at Xinghui Hall, 2nd Floor, Yan’an Hotel,
No. 1111 Yan’an Middle Road, Jing’an District,
Shanghai, China, or any adjournment thereof, to consider
and, if thought fit, approve the Merger Agreement, the
Proposed Merger, the Proposed Placement and relevant
arrangements;

means Guotai Junan Securities and its subsidiaries;

means the holders of Guotai Junan H Shares;

means the ordinary shares issued by Guotai Junan
Securities, with a RMB denominated par value of
RMB1.00 each, which are subscribed for and paid up in
Hong Kong dollars and are listed and traded on the main
board of the Hong Kong Stock Exchange;

means Guotai Junan Securities’ independent board
committee established by Guotai Junan Securities to
consider the Proposed Placement, which comprises Mr.
DING Wei, Mr. LI Renjie, Mr. BAI Wei, Mr. WANG
Guogang, Mr. YIM, Chi Hung Henry and Mr. PU
Yonghao;

means Gram Capital Limited, a licensed corporation to
carry out Type 6 (advising on corporate finance)
regulated activity under the SFO, being the independent
financial adviser to the Guotai Junan IBC and the
Independent Guotai Junan Shareholders in respect of the

Proposed Placement;

means Guotai Junan International Holdings Limited, a
limited liability company incorporated in Hong Kong and
whose shares are listed on the main board of the Hong
Kong Stock Exchange (stock code: 01788);



DEFINITIONS

Guotai Junan Put Option

Guotai Junan Put Option
Declaration Period

Guotai Junan Put Option
Exercise Date

Guotai Junan Put Option
Provider(s)

means the right granted to Guotai Junan Dissenting
Shareholders in the Proposed Merger, being that after the
satisfaction or waiver (as applicable) of all the
Conditions, Qualified Guotai Junan Dissenting
Shareholders may, pursuant to the Proposed Merger and
during the Guotai Junan Put Option Declaration Period,
require the relevant Guotai Junan Put Option Provider to
pay cash consideration for all or part of Guotai Junan A
Shares or Guotai Junan H Shares held by such
shareholders in return for transferring such shares to the
relevant Guotai Junan Put Option Provider, namely, the
right to have the shares acquired (“iaE=RHE”);

means the period during which Guotai Junan Dissenting
Shareholders may declare to exercise their Guotai Junan
Put Option, which will be decided and announced by
Guotai Junan Securities;

means the date on which Guotai Junan Put Option
Providers pay cash consideration to Qualified Guotai
Junan Dissenting Shareholders who validly exercise their
Guotai Junan Put Options and has the Guotai Junan A
Shares and Guotai Junan H Shares held and effectively
declared by such shareholders transferred to the relevant
Guotai Junan Put Option Provider, which will be decided
and announced by Guotai Junan Securities;

means:

(i)  (with respect to Guotai Junan A Shares) Shanghai
International, the controlling shareholder of Guotai
Junan Securities, who will pay the cash price of
RMB14.86 per Guotai Junan A Share, and

(i) (with respect to Guotai Junan H Shares) Shanghai
International (Hong Kong), a wholly-owned
subsidiary of Shanghai International, who will pay
the cash price of HK$8.54 per Guotai Junan H
Share,

to Qualified Guotai Junan Dissenting Shareholders and
acquiring their Guotai Junan A Shares and Guotai Junan
H Shares respectively on the Guotai Junan Put Option
Exercise Date;



DEFINITIONS

Guotai Junan Securities

Guotai Junan Shareholders

Guotai Junan Shares

Haitong 2023 Final Dividend

Haitong 2024 Interim Dividend

Haitong A Shareholders

Haitong A Shareholders’ Class
Meeting

Haitong A Shares

Haitong Articles

Haitong Board

Haitong Director(s)

means Guotai Junan Securities Co., Ltd., a joint stock
company incorporated in the PRC with limited liability,
whose H shares and A shares are listed and traded on the
main board of the Hong Kong Stock Exchange (stock
code: 02611) and the SSE (stock code: 601211),
respectively;

means Guotai Junan A Shareholders and Guotai Junan H
Shareholders;

means Guotai Junan A Shares and Guotai Junan H Shares;

means the final dividend of HK$1.098679 per 10 Haitong
H Shares or RMB1 per 10 Haitong A Shares for the year
ended 31 December 2023, as paid by Haitong Securities
on 8 August 2024;

means the interim dividend of HK$0.328343 per 10
Haitong H Shares or RMBO0.3 per 10 Haitong A Shares for
the six months ended 30 June 2024, as paid by Haitong
Securities on 18 October 2024;

means the holders of Haitong A Share(s);

means Haitong Securities’ class meeting to be convened
on Friday, 13 December 2024 at Conference Room 616,
Block C, Haitong Bund Finance Plaza, No. 888 South
Zhongshan Road, Shanghai, PRC for Haitong A
Shareholders, or any adjournment thereof, to consider
and, if thought fit, approve the Merger Agreement, the
Proposed Merger, the Proposed Placement and relevant

arrangements;

means the ordinary shares issued by Haitong Securities,
with a RMB denominated par value of RMB1.00 each,
which are subscribed for and paid up in RMB and are
listed and traded on the SSE;

means the articles of association of Haitong Securities;

means the board of Haitong Directors;

means director(s) of Haitong Securities;



DEFINITIONS

Haitong Dissenting Shareholder

Haitong EGM

Haitong Group

Haitong H Shareholders

Haitong H Shareholders’ Class
Meeting

means a Haitong Shareholder (including Southbound
Investors, Northbound Investors, and shareholders
holding shares through a stockbroker, a custodian, a
trustee or a nominee (e.g. in the CCASS), whose name
appears on the register of members of Haitong Securities
as a single shareholder (e.g. HKSCC Nominees Limited))
who has cast an Effective Dissenting Vote in respect of
each of the special resolutions regarding the proposal of
the Proposed Merger and the relevant special resolution
regarding the execution of the Merger Agreement at (a)
the Haitong EGM (i.e. in respect of resolution number
2.1, including all sub-resolutions thereunder, and
resolution numbers 2.3 and 4) and (b)(i) (for Haitong A
Shareholders) the Haitong A Shareholders’ Class Meeting
or (ii) (for Haitong H Shareholders) the Haitong H
Shareholders’ Class Meeting (i.e. in respect of resolution
number 1.1, including all sub-resolutions thereunder, and
resolution numbers 1.3 and 2), as the case may be;

means Haitong Securities’ extraordinary general meeting
to be convened on Friday, 13 December 2024 at
Conference Room 616, Block C, Haitong Bund Finance
Plaza, No. 888 South Zhongshan Road, Shanghai, the
PRC, or any adjournment thereof, to consider and, if
thought fit, approve the Merger Agreement, the Proposed
Merger (including the Special Deal), the Proposed
Placement and relevant arrangements;

means Haitong Securities and its subsidiaries;

means the holders of Haitong H Shares;

means Haitong Securities’ class meeting to be convened
on Friday, 13 December 2024 at Conference Room 616,
Block C, Haitong Bund Finance Plaza, No. 888 South
Zhongshan Road, Shanghai, the PRC for the Haitong H
Shareholders, or any adjournment thereof, to consider
and, if thought fit, approve the Merger Agreement, the
Proposed Merger, the Proposed Placement and relevant
arrangements;
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DEFINITIONS

Haitong H Shares

Haitong IBC

Haitong IFA

Haitong Put Option

Haitong Put Option
Declaration Period

means the ordinary shares issued by Haitong Securities,
with a RMB denominated par value of RMB1.00 each,
which are subscribed for and paid up in Hong Kong
dollars and are listed and traded on the Hong Kong Stock
Exchange;

means Haitong Securities’ independent board committee
established by Haitong Securities for the purposes of
considering the Proposed Merger (including the Special
Deal) and the Proposed Placement, which comprises all
of the non-executive directors and independent non-
executive directors of Haitong Securities, being Mr. TU
Xuanxuan, Mr. SHI Lei, Ms. XIAO Hehua, Mr. XU
Jianguo, Mr. ZHOU Yu, Mr. FAN Ren Da Anthony, Mr.
MAO Fugen and Mr. MAO Huigang;

means Altus Capital Limited, a corporation licensed to
carry out Type 4 (advising on securities), Type 6
(advising on corporate finance) and Type 9 (asset
management) regulated activities as defined under the
SFO, which is appointed to act as the independent
financial adviser to the Haitong IBC;

means the right granted to Haitong Dissenting
Shareholders in the Proposed Merger, being that after the
satisfaction or waiver (as applicable) of all the
Conditions, Qualified Haitong Dissenting Shareholders
may, pursuant to the Proposed Merger and during the
Haitong Put Option Declaration Period, require the
relevant Haitong Put Option Provider(s) to pay cash
consideration for all or part of the Haitong A Shares or
Haitong H Shares held by such shareholders in return for
transferring such shares to the relevant Haitong Put
Option Provider(s);

means the period during which Haitong Dissenting
Shareholders may declare to exercise their Haitong Put
Option, which will be decided and announced by Haitong
Securities;

—11 =



DEFINITIONS

Haitong Put Option
Exercise Date

Haitong Put Option Provider(s)

Haitong Securities

means the date on which the relevant Haitong Put Option
Provider(s) pays cash consideration to Qualified Haitong
Dissenting Shareholders who validly exercise their
Haitong Put Options and has the Haitong A Shares and
Haitong H Shares held and effectively declared by such
shareholders transferred to it, which will be decided and
announced by Haitong Securities;

means:

(i) (with respect to Haitong A Shares) Taiping Life (via
its asset manager, Taiping Asset Management Co.,
Ltd.) and BOCI (China), who will pay the cash price
of RMB9.28 per Haitong A Share, and

(i) (with respect to Haitong H Shares) Taiping Life (via
its asset manager, Taiping Assets Management
(Hong Kong) Company Limited) and BOCI Asia,
who will pay the cash price of HK$4.16 per Haitong
H Share,

to Qualified Haitong Dissenting Shareholders and
acquiring their Haitong A Shares and Haitong H Shares
respectively on the Haitong Put Option Exercise Date,
and such Haitong A Shares and Haitong H Shares will be
subsequently exchanged into Guotai Junan A Shares or
Guotai Junan H Shares respectively at the Exchange
Ratio pursuant to the Share Exchange. Each of the
Haitong Put Option Providers is an independent third
party to Guotai Junan Securities and Haitong Securities
for the purposes of Chapter 14A of the Hong Kong
Listing Rules;

means Haitong Securities Co., Ltd., a joint stock
company incorporated in the PRC with limited liability,
whose H shares and A shares are listed and traded on the
main board of the Hong Kong Stock Exchange (stock
code: 06837) and the SSE (stock code: 600837),
respectively;
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DEFINITIONS

Haitong Share-Exchange
Shareholder(s)

Haitong Shareholders

Haitong Shares

Haitong UT Leasing

HK$ or HKD

HKSCC

Hong Kong

Hong Kong Listing Rules

Hong Kong Stock Exchange

HuaAn Funds

IFRS

means Haitong Shareholders who are registered on the
register of members of Haitong Securities after market
closes on the Record Date for Share Exchange, including
Haitong Shareholders who do not declare, or are
ineligible to declare, or invalidly declare to exercise the
Haitong Put Option, and (if applicable) the Haitong Put
Option Provider(s);

means Haitong A Shareholders and Haitong H
Shareholders;

means Haitong A Shares and Haitong H Shares;

means Haitong Unitrust International Financial Leasing
Co., Ltd., a joint stock company incorporated in the PRC
with limited liability and whose H shares are listed on the
main board of the Hong Kong Stock Exchange (stock
code: 01905);

means Hong Kong dollars, the lawful currency of Hong
Kong;

means Hong Kong Securities Clearing Company Limited;

means the Hong Kong Special Administrative Region of
the PRC;

means the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited;

means The Stock Exchange of Hong Kong Limited;

means HuaAn Funds Management Co., Ltd. (3% 544
MA PR F]), a subsidiary of Guotai Junan Securities and
a connected person of Guotai Junan Securities (as more
than 10% of its shareholding is held by the associates of
Shanghai International, the controlling shareholder of

Guotai Junan Securities);

means the IFRS Accounting Standards issued by the
International Accounting Standards Board, which
includes international accounting standards as well as the

amendments and interpretations thereto;
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DEFINITIONS

Independent Guotai Junan
Shareholders

Independent Haitong
Shareholders

Joint Announcement

Joint Circular

Last Trading Date

Latest Practicable Date

MAR Report

means Guotai Junan Shareholders other than Shanghai

International and its associates, and HuaAn Funds;

means Haitong Shareholders other than (i) Guotai Junan
Securities, (ii) Guotai Junan Concert Parties and (iii)
those Haitong Shareholders who are involved or
interested in the BOCI Asia Haitong Put Option
Arrangement, being members of the BOC Group;

means the joint announcement issued by Guotai Junan
Securities and Haitong Securities on 9 October 2024
pursuant to Rule 3.5 of the Takeovers Code in connection
with the Proposed Merger and the Proposed Placement;

means this circular dated 22 November 2024 issued by
Guotai Junan Securities and Haitong Securities to Guotai
Junan  Shareholders and Haitong  Shareholders
respectively containing, amongst other things, further
details of the Proposed Merger and the Proposed
Placement;

means 5 September 2024, the last trading day prior to the
suspension of trading in the A shares and H shares of
Guotai Junan Securities and Haitong Securities on the
SSE and the Hong Kong Stock Exchange, respectively,
pending the issue of the Joint Announcement;

means 19 November 2024, being the latest practicable
date prior to the printing of this Joint Circular for the
purpose of ascertaining certain information contained in
this Joint Circular;

means the Report (Draft) on Guotai Junan Securities Co.,
Ltd. Merging with Haitong Securities Co., Ltd. by way of
Absorption and Share Exchange, Fundraising and Related
Party Transaction (%84 % 35 B0 A7 PR w4 el
B D 1 2 R I I A R W) 5 AR L BRI 2 )
WA EER)) prepared in accordance with the
Administrative Measures for Restructuring and other
Applicable Laws relating to the material asset
restructuring of Guotai Junan Securities and Haitong
Securities, which is published by each of Guotai Junan
Securities and Haitong Securities on the SSE on the date
of this Joint Circular;
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DEFINITIONS

Market Reference Price(s)

Material Information

Announcements

Merger Agreement

Northbound Investors

offer period

Orient Securities

means the volume-weighted average prices of the
relevant shares for the 60 trading days of the Guotai
Junan Shares and Haitong Shares prior to the date of the
Joint Announcement, after adjusting for the Guotai Junan
2023 Final Dividend and the Haitong 2023 Final
Dividend, respectively;

means the announcements containing extracts of
information in the MAR Report with reference value
published by each of Guotai Junan Securities and Haitong
Securities respectively on the website of the Hong Kong
Stock Exchange (www.hkexnews.hk) on 21 November
2024,

means the share exchange and merger agreement entered
into between Guotai Junan Securities and Haitong
Securities on 9 October 2024 which sets forth detailed
terms and conditions for implementing the Proposed
Merger;

means Northbound investors through the northbound
trading links of the Shanghai- Hong Kong Stock Connect
and the Shenzhen-Hong Kong Stock Connect;

has the meaning given to it in the Takeovers Code, which
commenced on 9 October 2024, being date of the Joint
Announcement, and will end on the earlier of the Closing
Date and the date when the Proposed Merger is
terminated;

means Orient Securities Company Limited, a joint stock
company incorporated in the PRC with limited liability,
whose H shares and A shares are listed and traded on the
Hong Kong Stock Exchange and the SSE, respectively,
the A-share independent financial adviser to Guotai
Junan Securities in relation to the Proposed Merger and
the Proposed Placement;
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DEFINITIONS

Orient Securities Valuation
Report

P/B Ratio

Placement A Shares

Placement Subscription
Agreement

Post-Merger Company

PRC Company Law

Proposed Merger

means the valuation report prepared by Orient Securities
as the valuer in accordance with the Administrative
Measures for Restructuring and other Applicable Laws in
relation to the Proposed Merger and the Proposed
Placement for analysing the fairness and reasonableness
of the share exchange price as well as the cash put option
price in the Proposed Merger, the full text of which is set
out in the Material Information Announcement published
by Guotai Junan Securities for the information of Guotai
Junan H Shareholders. The Orient Securities Valuation
Report does not involve any profit forecast;

means price-to-book ratio;

means the new A shares proposed to be issued by Guotai
Junan Securities to the Subscriber under the Proposed
Placement;

means the conditional placing agreement dated 9 October
2024 and entered into between Guotai Junan Securities
and the Subscriber in relation to the Proposed Placement;

means Guotai Junan Securities after the Proposed
Merger. The Post-Merger Company will subsequently
change its company name;

means the Company Law of the PRC, as amended,
supplemented or otherwise modified from time to time;

means the proposed merger by absorption to be
implemented in accordance with the terms of the Merger
Agreement and guided by the principles of combining the
strengths of two well-recognised businesses in the sector,
achieving synergies and implementing a merger of
equals, while ensuring that the Proposed Merger can be
carried out in compliance with Applicable Laws, and by
Guotai Junan Securities merging with Haitong Securities
by way of absorption and a share-for-share exchange, and
under which the Post-Merger Company will assume all
assets, liabilities, businesses, employees, contracts,
qualifications and all other rights and obligations of
Haitong Securities upon Closing. Further details of the
steps involved are set out in “3. Principal Terms of the
Merger Agreement” under the section headed “Terms and
Information of the Proposed Merger and the Proposed
Placement”;
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DEFINITIONS

Proposed Placement

Qualified Guotai Junan
Dissenting Shareholder(s)

Qualified Haitong Dissenting
Shareholder(s)

means the proposed conditional placement of Placement
A Shares to the Subscriber at a consideration of
RMB15.97 and for a total consideration of up to
RMB10,000,000,000, which is proposed to be undertaken
concurrently with the Share Exchange;

means any Guotai Junan Dissenting Shareholder who:

(i) has been registered on Guotai Junan Securities’
register of shareholders since the record date for the
Guotai Junan EGM;

(i) has held Guotai Junan Shares in respect of which it
intends to exercise its right until the Guotai Junan
Put Option Exercise Date; and

(ii1) has completed the declaration procedures during the
Guotai Junan Put Option Declaration Period;

and excluding the following:

(i) any Guotai Junan Shareholder who holds Guotai
Junan Shares with Share Restrictions;

(i) any Guotai Junan Shareholder who has undertaken
to Guotai Junan Securities that he/she will forfeit

the Guotai Junan Put Option; or

(iii) any Guotai Junan Shareholder who is not permitted
to exercise the Guotai Junan Put Option pursuant to
Applicable Laws;

means any Haitong Dissenting Shareholder who:

(i) has been registered on Haitong Securities’ register
of shareholders since the record date for the Haitong
EGM, the Haitong A Shareholders’ Class Meeting
and the Haitong H Shareholders’ Class Meeting;

(i) has held Haitong Shares in respect of which it

intends to exercise its right until the Haitong Put
Option Exercise Date; and
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DEFINITIONS

Record Date for Share Exchange

Relevant Period

RMB

SAMR

SFC

SFO

Shanghai Bailian

(iii) has completed the declaration procedures during the
Haitong Put Option Declaration Period;

and excluding the following:

(i) any Haitong Shareholder who holds Haitong Shares
with Share Restrictions;

(i1) any Haitong Shareholder who has undertaken to
Haitong Securities that he/she will forfeit the
Haitong Put Option; or

(iii) any Haitong Shareholder who is not permitted to
exercise the Haitong Put Option pursuant to
Applicable Laws;

means the trading day(s) of the SSE and the Hong Kong
Stock Exchange, to be decided and announced by Guotai
Junan Securities and Haitong Securities, on which a list
of Haitong Shareholders who are eligible to participate in
the Share Exchange and the number of shares held by
such shareholders will be confirmed;

means the period commencing from 9 April 2024 (i.e., the
date that is 6 months prior to the publication date of the
Joint Announcement) and ending on the Latest
Practicable Date;

means Renminbi, the lawful currency of the PRC;

means the State Administration for Market Regulation of
the PRC;

means the Securities and Futures Commission of Hong
Kong;

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

means Shanghai Bailian Group Co., Ltd.* (&1 /7 54 [
AR F]), a joint stock company with limited
liability incorporated in the PRC, whose A shares are
listed on the SSE (stock code: 600827) and with a
majority of its shares indirectly held by Shanghai
SASAC;
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DEFINITIONS

Shanghai Electric Group

Shanghai International

Shanghai International (Hong

Kong)

Shanghai Jiushi

Shanghai SASAC

Share Exchange

Share Exchange Date

means Shanghai Electric Holdings Group Co., Ltd.* (1
R B A FR/AT]), a limited liability company
incorporated in the PRC and ultimately held by Shanghai
SASAC, and its subsidiaries;

means Shanghai International Group Co., Ltd.* (7
MRAEEI A PR /N A]), the controlling shareholder of Guotai
Junan Securities who, together with its subsidiaries,
holds in aggregate 33.36% of the total issued shares of
Guotai Junan Securities and is in turn wholly-owned by
Shanghai SASAC as at the Latest Practicable Date;

means Shanghai International Group (Hong Kong) Co.,
Limited, a limited liability company incorporated in
Hong Kong and wholly-owned by  Shanghai
International;

means Shanghai Jiushi (Group) Co., Ltd.* (FiEAFH(4E
E) A B2 Fl), a limited liability company incorporated in
the PRC and ultimately held by Shanghai SASAC;

means Shanghai  Municipal State-owned  Assets
Supervision and Administration Commission;

means (i) with respect to the Haitong A Shares, the
exchange of Haitong A Shares held by Haitong Share-
Exchange Shareholders into Guotai Junan A Shares
according to the Exchange Ratio; and (ii) with respect to
the Haitong H shares, the exchange of Haitong H Shares
held by Haitong Share-Exchange Shareholders into
Guotai Junan H Shares according to the Exchange Ratio;
and “Share Exchange” means any of the above share
exchanges;

means:

(i)  with respect to the Haitong A Shares, the date, to be
decided and announced by Guotai Junan Securities
and Haitong Securities, on which Haitong Share-
Exchange Shareholders exchange the Haitong A
Shares held by them into Guotai Junan A Shares
according to the Exchange Ratio, being the “A
Share-Share Exchange Date”;
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DEFINITIONS

Share Restrictions

Shenergy

Southbound Investors

Special Deal

SSE

SSE Listing Rules

Subscriber or Shanghai SA

Taiping Life

Takeovers Code

(i) with respect to the Haitong H Shares, the date, to be
decided and announced by Guotai Junan Securities
and Haitong Securities, on which Haitong Share-
Exchange Shareholders exchange the Haitong H
Shares held by them into Guotai Junan H Shares
according to the Exchange Ratio, being the “H
Share-Share Exchange Date”; and “Share
Exchange Date” means any of the above share
exchange dates;

means shares held by shareholders that are subject to
ownership disputes, pledges, freezing orders, sealing-up
orders or other restrictions on transfer under Applicable
Laws;

means Shenergy (Group) Company Limited* (H BE(%E )
AR/ H]), a limited liability company incorporated in
the PRC and ultimately held by Shanghai SASAC;

means Southbound investors through the southbound
trading links of the Shanghai-Hong Kong Stock Connect
and the Shenzhen-Hong Kong Stock Connect;

means the BOCI Asia Haitong Put Option Arrangement,
which is considered as a special deal under Rule 25 of the
Takeovers Code;

means the Shanghai Stock Exchange;

means the Rules Governing the Listing of Stocks on the
SSE;

means Shanghai State-owned Assets Management Co.,
Lid.* (LERAEELEARAF), a 23.06% direct
shareholder of Guotai Junan Securities and a wholly-
owned subsidiary of Shanghai International;

means Taiping Life Insurance Company Limited* (K-F-
NFEBARAR), a  limited liability company
incorporated in the PRC;

means the Code on Takeovers and Mergers issued by the

SFC (as revised, supplemented or otherwise modified
from time to time);
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DEFINITIONS

trading day(s) means (i) with respect to A shares, a day on which the
SSE is open for dealing or trading in securities; and (ii)
with respect to H shares, a day on which the Hong Kong
Stock Exchange is open for dealing or trading in
securities, as the case may be;

Transitional Period means the period between the date of the Merger
Agreement and the Closing Date;

UBS means UBS AG (acting through its Hong Kong Branch),
a registered institution under the SFO to carry out Type 1
(dealing in securities), Type 4 (advising on securities),
Type 6 (advising on corporate finance), Type 7 (providing
automated trading services) and Type 9 (asset
management) regulated activities under the SFO, the
financial adviser to Guotai Junan Securities in connection
with the Proposed Merger. UBS AG is incorporated in
Switzerland with limited liability;

UBS Group means UBS Group AG, UBS AG and any subsidiary,
branch, affiliate or associate of UBS Group AG or UBS
AG;

U.S. or United States means the United States of America;

U.S. Securities Act means the U.S. Securities Act of 1933, as amended; and

% means per cent.

In this Joint Circular: (i) all figures have been rounded to the nearest two decimal places;
(ii) certain amounts and percentage figures included in this Joint Circular have been subject
to rounding adjustments, and all percentages stated in this Joint Circular are approximations;
(iii) for illustration purposes, an exchange rate of HK$1.00 to RMB0.90767 has been applied,
being the central parity rate as announced by the People’s Bank of China as at the date of the
Joint Announcement; and (iv) for the avoidance of doubt, references to “not less than” a figure

and “not more than” a figure shall include the figure mentioned.

* For identification purposes
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FORWARD-LOOKING STATEMENTS

All statements, other than statements of historical facts included in this Joint Circular, are
or may be forward-looking statements. Forward-looking statements include, but are not limited
to, those using words such as “seek”, “expect”, “envisage”, “anticipate”, “estimate”, “believe”,
“intend”, “project”, “plan”, “strategy”, “forecast” and similar expressions or future or
conditional verbs such as “will”, “would”, “should”, “could”, “may” and “might”. These
statements reflect Guotai Junan Securities’ or Haitong Securities’ (as the case may be) current
expectations, beliefs, hopes, intentions or strategies regarding the future and assumptions in
light of currently available information. Such forward-looking statements are not guarantees of

future performance or events and involve known and unknown risks and uncertainties.

Accordingly, actual results may differ materially from those described in such forward-

looking statements as a result of a number of factors, including, without limitation:

(a) the satisfaction or waiver (as the case may be) of the Conditions to the Proposed
Merger;

(b) any changes in the political, economic, legal and social conditions in countries in
which Guotai Junan Securities and/or Haitong Securities operate or other countries
which have an impact on Guotai Junan Securities’ and/or Haitong Securities’

business activities or investments;

(c) any changes in interest rates, the monetary and interest rate policies of the countries
in which Guotai Junan Securities and/or Haitong Securities operate;

(d) any changes in inflation or deflation, foreign exchange rates, the performance of the
financial markets in the countries in which Guotai Junan Securities and/or Haitong
Securities operate and globally; and

(e) any changes in competition and the pricing environments in the countries in which
Guotai Junan Securities and/or Haitong Securities operate and regional or general

changes in asset valuations.

Other unknown or unpredictable factors could cause actual results to differ materially

from those in the forward-looking statements.

All written and oral forward-looking statements attributable to Guotai Junan Securities or
Haitong Securities or persons acting on behalf of either of them are expressly qualified in their
entirety by the cautionary statements above. The forward-looking statements included herein
are made only as of the Latest Practicable Date. Subject to the requirements of Applicable
Laws (including the Takeovers Code), neither Guotai Junan Securities nor Haitong Securities
undertakes any obligation to update publicly or revise any forward-looking statements

contained in this Joint Circular.
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TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

This section forms part of the letter from the Guotai Junan Board as set out in the section
headed “Letter from Guotai Junan Board” and the letter from the Haitong Board as set out in
the section headed “Letter from Haitong Board”, respectively.

INTRODUCTION

Guotai Junan Securities and Haitong Securities entered into the Cooperation Agreement
on 5 September 2024 in relation to the Proposed Merger. Further to the Cooperation
Agreement, on 9 October 2024, Guotai Junan Securities and Haitong Securities entered into the
Merger Agreement with respect to the Proposed Merger which sets forth detailed terms and
conditions for implementing the Proposed Merger. Guided by the principles of combining the
strengths of two well-recognised and renowned businesses in the sector, achieving synergies
and implementing a merger of equals, Guotai Junan Securities and Haitong Securities are
proposing to merge by way of absorption and a share-for-share exchange. Through the
Proposed Merger, Guotai Junan Securities and Haitong Securities are committed to enriching
the advancement of the financial system and services of China and the promotion of Shanghai’s
strategic role as an international financial centre, and becoming a global leader in terms of
strategic capabilities, professionalism, corporate governance, compliance, risk management,
talents and industry culture, by benchmarking with international peers. Upon implementation,
the Proposed Merger will take the form of a merger by absorption by Guotai Junan Securities
issuing, on the basis of a single Exchange Ratio, Guotai Junan A Shares and Guotai Junan H
Shares to all the holders of Haitong A Shares and Haitong H Shares, respectively, in exchange
for all of the issued shares of Haitong Securities. To raise ancillary fundings to increase the
capital, support the development for business lines of the Post-Merger Company and replenish
the working capital, the Proposed Placement will be undertaken concurrently with the Share
Exchange.

Upon Closing, the Post-Merger Company will assume all assets, liabilities, businesses,
employees, contracts, qualifications and all other rights and obligations of Haitong Securities.

Details of the terms and information of the Proposed Merger and the Proposed Placement
are set out in this section below.

1. BACKGROUND INFORMATION OF THE PROPOSED MERGER

Both Guotai Junan Securities and Haitong Securities are large comprehensive financial
institutions, with leading positions in capital scale, profitability and comprehensive
capabilities. Both institutions have played an important role in promoting financial market
reform and opening-up as well as serving the real economy. They are important players in
building China into a ‘financial powerhouse’.

(1) Overview of Guotai Junan Securities

Guotai Junan Securities is a listed company with its shares listed separately on the SSE
(as A shares) and the Hong Kong Stock Exchange (as H shares) since 2015 and 2017,
respectively. As at the Latest Practicable Date, Guotai Junan Securities has issued

8,903,730,620 shares in total, including 1,391,827,180 Guotai Junan H Shares and
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TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

7,511,903,440 Guotai Junan A Shares. As at the Latest Practicable Date, there are no share
options, derivatives, warrants or any other relevant securities which are convertible or
exchangeable into Guotai Junan Shares. Shanghai International is the controlling shareholder
of Guotai Junan Securities and the Guotai Junan Shares held by Shanghai International and its
subsidiaries in aggregate represent approximately 33.36% of the total issued shares in Guotai
Junan Securities as at the Latest Practicable Date, while the other Guotai Junan A Shareholders
and Guotai Junan H Shareholders hold approximately 54.11% and approximately 12.53% total
issued shares in Guotai Junan Securities, respectively.

Guotai Junan Securities engages primarily in wealth management, investment banking,
institutional and trading, investment management and international business. As at the Latest
Practicable Date, Guotai Junan Securities has 7 directly-held subsidiaries that are wholly-
owned or controlled by it. In addition, Guotai Junan International (stock code: 01788) is an
indirectly-held subsidiary of Guotai Junan Securities, and whose shares are listed on the main
board of the Hong Kong Stock Exchange.

According to Guotai Junan Securities’ consolidated financial statements prepared in
accordance with the IFRS, Guotai Junan Securities’ major financial data is as follows:

31 December 31 December 31 December 30 June
2021 2022 2023 2024
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Audited) (Audited) (Audited) (Unaudited)
(Restated)
Total assets 791,272,815 860,707,917 925,402,484 898,059,606
Net assets 150,636,592 163,845,459 173,378,010 174,812,060
Six Months
Year Ended Year Ended Year Ended Ended
31 December 31 December 31 December 30 June
2021 2022 2023 2024
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Audited) (Audited) (Audited) (Unaudited)
(Restated)
Total revenue 45,933,809 38,857,000 43,504,877 21,191,062
Total revenue and
other income 56,411,187 49,086,921 52,303,831 25,779,128
Profit before income tax 19,112,281 14,139,971 12,147,898 6,519,157
Profit for the year/period 15,302,542 11,622,803 9,885,417 5,315,757
Profit for the year/period
attributable to equity
holders of the company 15,013,480 11,508,784 9,374,143 5,016,017
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For the summary of the financial information of the Guotai Junan Group for the nine
months ended 30 September 2024 under the CASBE as extracted from the quarterly report of
the Guotai Junan Group, please refer to the paragraph headed “C. Unaudited Consolidated
Financial Statements of Guotai Junan Group for the Nine Months ended 30 September 2024”
in Appendix I to this Joint Circular.

There has been no material change to the key business operations of Guotai Junan

Securities in the last three years.
(2) Overview of Haitong Securities

Haitong Securities is a listed company with its A shares listed on the SSE since 2007 and
its H shares listed on the Hong Kong Stock Exchange since 2012. As at the Latest Practicable
Date, Haitong Securities has issued 13,064,200,000 shares in total, including 3,409,568,820
Haitong H Shares and 9,654,631,180 Haitong A Shares (including 77,074,467 treasury Haitong
A Shares). As of the Latest Practicable Date, there are no share options, derivatives, warrants
or any other securities which are convertible or exchangeable into Haitong Shares. Haitong
Securities does not have a controlling shareholder. As at the Latest Practicable Date, Guosheng
Group holds directly and indirectly approximately 10.38% of the total issued shares in Haitong
Securities, while the other Haitong A Shareholders and Haitong H Shareholders hold
approximately 65.47% and approximately 24.14% of the total issued shares in Haitong
Securities, respectively.' Haitong Securities’ primary businesses are wealth management,
investment banking, asset management, trading and institutional client services and financial
leasing. As at the Latest Practicable Date, Haitong Securities has 8 directly-held subsidiaries
that are wholly-owned or controlled by it. In addition, Haitong UT Leasing (stock code: 01905)
is an indirectly-held subsidiary of Haitong Securities, and whose H shares are listed on the
main board of the Hong Kong Stock Exchange.

According to Haitong Securities’ consolidated financial statements prepared in
accordance with the IFRS, Haitong Securities’ major financial data is as follows:

31 December 31 December 31 December 30 September

2021 2022 2023 2024
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Audited) (Audited) (Audited) (Audited)
(Restated)
Total assets 744,925,149 753,609,305 754,586,792 693,237,322
Net assets 177,754,786 177,622,058 174,799,559 169,491,482

1 Shareholding percentages in this paragraph may not add up to 100.00% due to rounding.
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Nine Months

Year Ended Year Ended Year Ended Ended

31 December 31 December 31 December 30 September

2021 2022 2023 2024

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Audited) (Audited) (Audited) (Audited)

(Restated)

Revenue 48,403,972 33,451,804 33,020,378 22,406,346
Total revenue, gains and

other income 57,809,561 41,980,221 41,765,123 25,419,418

Profit before income tax 18,543,799 7,999,036 1,565,875 908,810

Profit for the year/period 13,747,862 5,196,150 (311,043) (211,670)
Profit for the year/period
attributable to owners

of the company 12,826,517 6,545,347 1,008,406 (659,452)

The audited consolidated financial statements of the Haitong Group for the nine-months
ended 30 September 2024, which have been prepared in accordance with the IFRS, are set out
in the section headed “C. Audited Consolidated Financial Statements of the Haitong Group for
the nine months ended 30 September 2024” in Appendix II to this Joint Circular.

(3) Shareholding Structure Chart before and after the Proposed Merger and Proposed
Placement

Guotai Junan Securities and Haitong Securities propose to implement the Proposed
Merger by way of a merger by absorption and a share-for-share exchange. Under the Proposed
Merger, Guotai Junan Securities will issue Guotai Junan A Shares and Guotai Junan H Shares
to Haitong Share-Exchange Shareholders to merge with Haitong Securities by absorption. As
part of the Proposed Merger, Guotai Junan Securities proposes to approve the issuance of such
number of Placement A Shares at an issue price of RMB15.97 per Placement A Share and for
a total consideration of up to RMB10,000,000,000 to the Subscriber for ancillary fund raising
under the Proposed Placement.
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The following tables set out the shareholding structures of Guotai Junan Securities and

Haitong Securities as at the Latest Practicable Date:

Guotai Junan Securities (as at the Latest Practicable Date)

Approx. % Approx. % Approx. %
of total of total of total
number number number

of issued of issued of issued

Shareholders No. of H shares  H shares No. of A shares A shares  No. of shares shares
(A) Guotai Junan Securities

and its subsidiaries"” 8,416,480 0.11% 8,416,480 0.09%

(B) Shanghai International® 276,000,000 19.83%  2,694,325,457 35.87%  2,970,325,457 33.36%
(C) M. LI Junjie (executive

director of Guotai Junan
Securities) - - 599,686 0.01% 599,686 0.01%
(D) UBSY - - - - - -
(E) Orient Securities'” - - 27,477,765 0.37% 27,477,765 0.31%
Subtotal (A) + (B) + (C) +
(D) + (E) 276,000,000 19.83%  2,730,819,388 36.35%  3,006,819,388 33.77%
Haitong Securities and
its subsidiaries"” 6,211,800 0.45% 903,100 0.01% 7,114,900 0.08%
Other public Guotai Junan
A Shareholders” - - 4780,180,952 63.03%  4,780,180,952 53.69%
Other public Guotai Junan
H Shareholders'® 1,109,615,380 79.72% - - 1,109,615,380 12.46%

Total number of issued shares
of Guotai Junan Securities 1,391,827,180  100.00%  7,511,903,440  100.00%  8,903,730,620  100.00%

Notes:

1

)

3)

As at the Latest Practicable Date, HuaAn Funds, a subsidiary of Guotai Junan Securities, as part of its ordinary
course of business, issued certain index-tracking fund products where Guotai Junan A Shares form part of the
underlying shares and indirectly holds 8,416,480 Guotai Junan A Shares (representing approximately 0.09%
of the total issued shares of Guotai Junan Securities) in its capacity as the fund manager of such fund products.
Due to the nature of the aforementioned fund management business, which requires HuaAn Funds, to on a
non-discretionary basis, deal in issued shares of Guotai Junan Securities when managing index tracking funds,
there may be potential fluctuation in respect of these interests during the offer period.

As at the Latest Practicable Date, Shanghai International, being the controlling shareholder of Guotai Junan
Securities, holds (in aggregate with its subsidiaries) approximately 33.36% of the total issued shares of Guotai
Junan Securities. Among these shares, the Subscriber holds 2,052,963,748 Guotai Junan Shares, which
represents 23.06% of Guotai Junan Securities.

As at the Latest Practicable Date, UBS is the financial adviser to Guotai Junan Securities in connection with
the Proposed Merger. Accordingly, UBS and persons controlling, controlled by or under the same control as
UBS (excluding members of the UBS Group which are exempt principal traders or exempt fund managers, in
each case recognised by the Executive as such for the purposes of the Takeovers Code and are connected for
the sole reason that they control, are controlled by or are under the same control as UBS) are presumed to be
acting in concert with Guotai Junan Securities in accordance with class (5) of the definition of “acting in
concert” under the Takeovers Code.
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As at the Latest Practicable Date, except for Guotai Junan Shares and Haitong Shares held and/or controlled
by member(s) of the UBS Group acting in the capacity of exempt principal trader(s) and/or exempt fund
manager(s), members of the UBS Group do not own or control any Guotai Junan Shares, Haitong Shares or
any other relevant securities (as defined in Note 4 to Rule 22 of the Takeovers Code) of Guotai Junan Securities
or Haitong Securities.

As at the Latest Practicable Date, Orient Securities is the A-share “independent financial adviser” (pursuant
to the Administrative Measures for Restructuring and the Administrative Measures for the Financial
Consultancy Business in the Merger, Acquisition and Restructuring of Listed Companies (Order of CSRC
(No.54))) to Guotai Junan Securities in connection with the Proposed Merger. Accordingly, Orient Securities
and persons controlling, controlled by or under the same control as Orient Securities (excluding shares held
on behalf of non-discretionary investment clients of Orient Securities) are presumed to be acting in concert
with Guotai Junan Securities in accordance with class (5) of the definition of “acting in concert” under the
Takeovers Code. Orient Securities holds 2,814,000 Guotai Junan A Shares and China Universal, an investee
company of Orient Securities (controlled by Orient Securities as defined under the Takeovers Code), holds

As at the Latest Practicable Date, Haitong Securities and its subsidiaries hold 903,100 Guotai Junan A Shares
and 6,211,800 Guotai Junan H Shares (together representing approximately 0.08% of the total issued shares
of Guotai Junan Securities) from their proprietary trading, derivatives and fund management businesses.
Among the aforementioned Guotai Junan Shares, 570,300 Guotai Junan A Shares are held by HFT Investment
Management Co., Ltd., a subsidiary of Haitong Securities, as an exempt fund manager in the ordinary course

4)

24,663,765 Guotai Junan A Shares.
(5)

of its fund management business.
(6)

For the purpose of this Joint Circular, taking into account that the number of Guotai Junan Shares held by these
other public Guotai Junan A Shareholders and these other public Guotai Junan H Shareholders as at the Latest
Practicable Date only being 4,780,180,952 and 1,109,615,380 respectively, (i) the number of H shares of
Guotai Junan Securities being held in public hands is not less than 1,109,615,380 shares, representing 12.46%
of the total issued shares of Guotai Junan Securities as at the Latest Practicable Date, being 8,903,730,620
shares; and (ii) the aggregate number of A shares and H shares of Guotai Junan Securities being held in public
hands is not less than 5,889,796,332 shares, representing 66.15% of the total issued shares of Guotai Junan
Securities as at the Latest Practicable Date, being 8,903,730,620 shares.

Haitong Securities (as at the Latest Practicable Date)

Approx. % Approx. % Approx. %
of total of total of total
number number number

of issued of issued of issued
Shareholders No. of H shares  H shares No. of A shares A shares  No. of shares shares
(A)  Guotai Junan
Securities and
its subsidiaries” - - 18,384,972 0.19% 18,384,972 0.14%
(B)  Guotai Junan
Concert Parties:
UBS® - - - - - -
Orient Securities” - - 23,554,702 0.24% 23,554,702 0.18%
(C)  Aggregate number of
Haitong Shares held
by Guotai Junan
Securities and Guotai
Junan Concert Parties
(A) + (B) - - 41,939,674 0.43% 41,939,674 0.32%
(D)  BOC Group" 4,024,000 0.12% 3,593,137 0.04% 7,617,137 0.06%
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Approx. % Approx. % Approx. %
of total of total of total
number number number

of issued of issued of issued
Shareholders No. of H shares  H shares No. of A shares A shares  No. of shares shares
Shanghai SASAC Entities:*’
(E)  Guosheng Group 255,456,400 749%  1,100,871,067 11.40%  1,356,327,467 10.38%
(F)  Shanghai Electric
Group 307,409,200 9.02% 344,546,418 3.57% 651,955,618 4.99%
(G)  Bright Food - - 480,275,000 4.97% 480,275,000 3.68%
(H)  Shenergy - - 322,162,086 3.34% 322,162,086 2.47%
(I) ~ Shanghai Jiushi - - 235,247,280 2.44% 235,247,280 1.80%
(J)  Shanghai Bailian - - 214,471,652 2.22% 214,471,652 1.64%
(K)  Subtotal (E) + (F) +
G +H+ @D+ 562,865,600 1651%  2,697,573,503 27.94%  3,260,439,103 24.96%
(L) Treasury Haitong
A Shares'® - - 77,074,467 0.80% 77,074,467 0.59%
(M)  Other public
Independent Haitong
Shareholders'” 2,842,679,220 83.37%  6,834,450,399 70.79%  9,677,129,619 74.07%
(M-1) Other public Haitong
A shareholders” N/A N/A  6,834,450,399 70.79%  6,834,450,399 52.31%
(M-2) Other public Haitong
H shareholders”’ 2,842,679,220  83.37% N/A N/A  2842,679220  21.76%
Total number of issued
Haitong H Shares held by
the Disinterested Haitong
H Shareholders 3,405,544,820 99.88% N/A N/A  3,405,544,820 26.07%
Total number of issued
Haitong Shares held by
the Independent Haitong
Shareholders 3,405,544,820 99.88%  9,532,023,902 98.73%  12,937,568,722 99.03%

Total number of issued

shares of Haitong Securities
(C) + (D) + (K) + (L) + (M)  3,409,568,820 100%  9,654,631,180 100%  13,064,200,000 100%

Notes:

(1

As at the Latest Practicable Date, Guotai Junan Securities and its subsidiaries hold 18,384,972 Haitong A
Shares (representing approximately 0.14% of the total issued shares of Haitong Securities) from their
proprietary trading, derivatives businesses and index tracking fund management businesses, among which
18,119,372 Haitong A Shares and 1,700 Haitong A Shares are held by HuaAn Funds and GTJA Asset
Management respectively (both of which are subsidiaries of Guotai Junan Securities) in their ordinary course
of businesses. Due to the nature of the aforementioned proprietary trading, derivatives and index tracking fund
management business, which requires HuaAn Funds and GTJA Asset Management, to, on a non-discretionary
basis, deal in issued Haitong A Shares when managing index tracking funds, there may be potential fluctuation
in respect of these interests during the offer period. For completeness, other than the aforesaid 18,384,972
Haitong A Shares, Guotai Junan Securities, in its ordinary course of its investment business, holds economic
interests in an additional 415,800 Haitong A Shares through investing in investment products issued and/or
managed by third parties but without holding any ownership or voting rights to such underlying Haitong A
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2

3)

)

(%)

(6)

(N

Shares. As the composition of the securities underlying such investment products may change under the
management of third-party issuers/fund managers beyond the control of Guotai Junan Securities, there may be
potential fluctuation in respect of these interests during the offer period. For the avoidance of doubt, each of
HuaAn Funds and GTJA Asset Management is a Guotai Junan Concert Party. Haitong A Shares in which Guotai
Junan Securities and its subsidiaries are interested will form part of the Haitong Shares to be exchanged for
Guotai Junan Shares under the Share Exchange.

Please refer to note (3) to the shareholding table of Guotai Junan Securities, under the section headed “(3)
Shareholding Structure Chart before and after the Proposed Merger and Proposed Placement”.

Notwithstanding the above:

(a)  Haitong Shares held by any member of the UBS Group acting in the capacity of an exempt principal
trader connected with Guotai Junan Securities shall not be voted at the Haitong H Shareholders’ Class
Meeting in accordance with the requirement of Rule 35.4 of the Takeovers Code; and

(b)  Haitong Shares held by such exempt principal traders may, subject to consent of the Executive, be
allowed to be voted at the Haitong H Shareholders’ Class Meeting if: (i) such member of the UBS Group
holds the relevant Haitong Shares as a simple custodian for and on behalf of non-discretionary clients;
(ii) there are contractual arrangements in place between such member of the UBS Group and such
non-discretionary client that strictly prohibit such member of the UBS Group from exercising any voting
discretion over such Haitong Shares; (iii) all voting instructions shall originate from such non-
discretionary client only (if no instructions are given, then no votes shall be cast for the relevant Haitong
Shares held by such member of the UBS Group); and (iv) such non-discretionary client is not Guotai
Junan Securities nor a Guotai Junan Concert Party.

Please refer to note (4) to the shareholding table of Guotai Junan Securities, under the section headed “(3)
Shareholding Structure Chart before and after the Proposed Merger and Proposed Placement”. Orient
Securities holds 44,600 Haitong A Shares and China Universal, an investee company of Orient Securities
(controlled by Orient Securities as defined under the Takeovers Code), holds 23,510,102 Haitong A Shares.

BOCI Asia (being one of the Haitong Put Option Providers) is part of the BOC Group. As part of the ordinary
course of business of the BOC Group, the BOC Group holds a total of 3,593,137 Haitong A Shares and a total
of 4,024,000 Haitong H Shares. Since the BOC Group is a Haitong Shareholder, the BOCI Asia Haitong Put
Option Arrangement is considered as the Special Deal, and BOC Group is considered to be involved or
interested in the BOCI Asia Haitong Put Option Arrangement for the purposes of Rule 25 of the Takeovers
Code. As a result, (i) for the purposes of Rule 25 of the Takeovers Code, any votes cast by the BOC Group
on the special resolution concerning the Haitong Put Option arrangements (including the Special Deal) (i.e.
sub-resolution number 2.1.10) at the Haitong EGM will not be counted towards votes attaching to the Haitong
Shares held by the Independent Haitong Shareholders; and (ii) for the purposes of Rule 2.10 of the Takeovers
Code, any votes cast by the BOC Group on the resolutions relating to the Merger Agreement and the Proposed
Merger (i.e. resolution number 1.1, including all sub-resolutions thereunder, and resolution numbers 1.3, 2 and
3) at the Haitong H Shareholders’ Class Meeting will not be counted towards votes attaching to the Haitong
H Shares held by the Disinterested Haitong H Shareholders.

As at the Latest Practicable Date and based on the information available to Haitong Securities, certain
shareholders of Haitong Securities (namely Guosheng Group, Shanghai Electric Group, Bright Food, Shenergy,
Shanghai Jiushi and Shanghai Bailian) are ultimately controlled by Shanghai SASAC. The Haitong H Shares
held by Guosheng Group and Shanghai Electric Group (together representing approximately 16.51% of the
total issued Haitong H Shares) form part of the Disinterested Haitong H Shares.

As at the Latest Practicable Date, the 77,074,467 treasury Haitong A Shares comprise of 41,507,467 Haitong
A Shares and 35,567,000 Haitong A Shares that were repurchased by Haitong Securities in 2023 and 2024
respectively. The voting rights attached to the treasury Haitong A Shares held by Haitong Securities are
suspended under the Applicable Laws of the PRC and will not be exercised at the Haitong EGM nor at the
Haitong A Shareholders’ Class Meeting. The treasury Haitong A Shares will form part of the Haitong Shares
to be exchanged for Guotai Junan Shares under the Share Exchange and the Proposed Merger and will become
treasury shares of the Post-Merger Comganéu on Closing. In accordance with the A-share Repurchase Reports
by way of Centralised Bidding ( <t Umtgﬁﬁ{Ef%%ﬁ@E%/&ﬁjAﬁﬂﬁfﬁﬂ@@Eﬁiﬁﬁ'?% ) published by
Haitong Securities on the SSE in 2023 and 2024, the treasury shares of the Post-Merger Company may be sold
by way of a centralised bidding process after 12 months from the date that Haitong Securities published an
announcement on the SSE in respect of completion of the relevant share repurchase. If such treasury shares
are not sold within 3 years from such announcement date, such unsold treasury shares will be cancelled after
completing the relevant procedures. After the Proposed Merger, the Post-Merger Company will make decisions
on the specific treatment of the above-mentioned treasury shares.

For the purpose of this Joint Circular, taking into account that the number of Haitong Shares held by these
other public Haitong A Shareholders and these other public Haitong H Shareholders as at the Latest Practicable
Date only being 6,834,450,399 and 2,842,679,220 respectively, (i) the number of H shares of Haitong
Securities being held in public hands is not less than 2,842,679,220 shares, representing 21.89% of the total
issued shares of Haitong Securities (excluding treasury shares) as at the Latest Practicable Date, being
12,987,125,533 shares; and (ii) the aggregate number of A shares and H shares of Haitong Securities being held
in public hands is not less than 9,677,129,619 shares, representing 74.51% of the total issued shares of Haitong
Securities (excluding treasury shares) as at the Latest Practicable Date, being 12,987,125,533 shares.
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(4) Relationship between Shanghai International and Shanghai SASAC

Shanghai International, the controlling shareholder of Guotai Junan Securities, is
wholly-owned as to 100% by Shanghai SASAC. Shanghai SASAC is not acting in concert with
Shanghai International for the purpose of the Takeovers Code in respect of matters of,
including the exercising of voting power in, Guotai Junan Securities, as Shanghai SASAC has
confirmed in writing that:

(a) Shanghai SASAC, as the state-owned contributor of capital of Shanghai
International, does not interfere with the day-to-day operations and decision-making
process of Shanghai International other than fulfilling its responsibility as a

contributor of capital and provision of oversight over the use of state-owned assets.

(b) Shanghai International, as the controlling shareholder and de facto controller of
Guotai Junan Securities, makes independent decisions and exercises its rights as a
shareholder of Guotai Junan Securities (including exercising the voting power at
Guotai Junan Securities’ general meetings) based on its own interests in accordance
with laws, regulations, and applicable governance documents.

(c) Regarding matters pertaining to Guotai Junan Securities, Shanghai SASAC shall not
give any instructions on matters independently decided by Shanghai International
(including exercising the voting power at Guotai Junan Securities’ general meetings)
in accordance with laws, regulations, and applicable governance documents, and in

all circumstances, the independent decisions by Shanghai International shall prevail.

(5) Other material information of Guotai Junan Securities and Haitong Securities

In compliance with the Administrative Measures for Restructuring and other Applicable
Laws relating to the material asset restructuring of Guotai Junan Securities and Haitong
Securities, Guotai Junan Securities and Haitong Securities each published the MAR Report on
the SSE on the date of this Joint Circular in accordance with the Applicable Laws.

To provide Guotai Junan H Shareholders and Haitong H Shareholders with further
information of the Proposed Merger and Proposed Placement contained in the MAR Report, the
original Chinese versions and English translations of extracts of information in the MAR
Report with reference value to Guotai Junan H Shareholders and Haitong H Shareholders are
set out in the Material Information Announcements published by each of Guotai Junan
Securities and Haitong Securities respectively on the website of the Hong Kong Stock
Exchange (www.hkexnews.hk) on the same day as the date of publication of this Joint Circular.
The full text of the MAR Report is published in Chinese on the website of the SSE
(www.sse.com.cn) and will be contained in the overseas regulatory announcements of Guotai
Junan Securities and Haitong Securities which are expected to be published on the website of
the Hong Kong Stock Exchange on the same day as the date of publication of this Joint Circular
respectively. The risk factors of the Proposed Merger and the Proposed Placement in section
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13 of the MAR Report as set out in the Material Information Announcements published by

Guotai Junan Securities and Haitong Securities respectively are incorporated by reference into

this Joint Circular and shall form part of this Joint Circular.

(6) Rights and Interests in Haitong Shares and Derivatives

As at the Latest Practicable Date:

(a)

(b)

(©

(d)

(e

()

save as disclosed in “1. Background Information of the Proposed Merger — (3)
Shareholding Structure Chart before and after the Proposed Merger and Proposed
Placement” in this section, there is no existing holding of voting rights and rights
over Haitong Shares which Guotai Junan Securities or its subsidiaries owns or over

which it has control or direction;

save as disclosed in “l. Background Information of the Proposed Merger — (3)
Shareholding Structure Chart before and after the Proposed Merger and Proposed
Placement” in this section, there is no existing holding of voting rights and rights
over Haitong Shares which is owned or controlled or directed by any Guotai Junan

Concert Parties;

there is no existing holding of voting rights and rights over Haitong Shares in
respect of which Guotai Junan Securities or any Guotai Junan Concert Parties has
received an irrevocable commitment in relation to the voting of the resolutions in

respect of the Proposed Merger;

there is no existing holding of voting rights and rights over Haitong Shares in
respect of which Guotai Junan Securities or any Guotai Junan Concert Parties holds

convertible securities, warrants or options;

save for the total return swap arrangements in respect of 1,635,600 Haitong A Shares
entered into by Guotai Junan (Hong Kong) (being a subsidiary of Guotai Junan
Securities) for back-to-back hedging of the return swap arrangements in respect of
817,800 Haitong A Shares entered into by Guotai Junan Securities, there is no
outstanding derivative in respect of securities in Haitong Securities entered into by
Guotai Junan Securities or any person acting in concert with it (except those which
are exempt principal traders or exempt fund managers, in each case recognised by
the Executive as such for the purposes of the Takeovers Code);

there is no arrangement (whether by way of option, indemnity or otherwise) in

relation to Guotai Junan Shares or Haitong Shares and which might be material to
the Proposed Merger;
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(g) there is no agreement or arrangement (other than the Merger Agreement) to which
Guotai Junan Securities is a party which relates to the circumstances in which it may
or may not invoke or seek to invoke a pre-condition or a condition of the Proposed
Merger;

(h) there are no relevant securities (as defined in Note 4 to Rule 22 of the Takeovers
Code) in Haitong Securities which Guotai Junan Securities or any person acting in
concert with it has borrowed or lent; and

(i) save for the BOCI Asia Haitong Put Option Arrangement, there is no understanding,
arrangement or agreement which constitutes a special deal (within the ambit of Rule
25 of the Takeovers Code) between (i) any Haitong Shareholder; and (ii) either (a)
Guotai Junan Securities or its concert parties; or (b) Haitong Securities or Haitong
Securities’ subsidiaries or associated companies.

2. TERMS OF THE PROPOSED MERGER

(1) Guotai Junan Securities to issue Guotai Junan A Shares and Guotai Junan H Shares
in exchange for Haitong A Shares and Haitong H Shares

Guotai Junan Securities proposes to issue Guotai Junan A Shares and Guotai Junan H
Shares to Haitong Share-Exchange Shareholders at the same Exchange Ratio in exchange,
respectively, for the Haitong A Shares and Haitong H Shares held by such persons. Qualified
Haitong Dissenting Shareholders will be entitled to, upon the valid exercise of the Haitong Put
Options, receive cash provided by the relevant Haitong Put Option Provider(s) for the Haitong
A Shares and Haitong H Shares held by such persons. The Haitong A Shares and Haitong H
Shares (if any) acquired by the relevant Haitong Put Option Provider(s) will form part of the
Haitong Shares to be exchanged into Guotai Junan Shares at the Exchange Ratio, which will
then be held by the relevant Haitong Put Option Provider(s) following the Share Exchange.
Assuming that the Proposed Merger has become unconditional and there is no other change in
the share capital structures of Guotai Junan Securities and Haitong Securities immediately
before the Share Exchange, Guotai Junan Securities will, in accordance with the terms of the
Merger Agreement, issue 8,099,804,000 Guotai Junan Shares, consisting of 5,985,871,332
Guotai Junan A Shares and 2,113,932,668 Guotai Junan H Shares. Immediately after the
Closing Date, the aggregate number of Guotai Junan Shares will be 17,003,534,620, among
which 13,497,774,772 will be Guotai Junan A Shares representing approximately 79.38% of its
total issued share capital and 3,505,759,848 will be Guotai Junan H Shares representing
approximately 20.62% of its total issued share capital.

Upon Closing, the Post-Merger Company will assume all assets, liabilities, businesses,
employees, contracts, qualifications and all other rights and obligations of Haitong Securities.
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(2) Exchange Ratio and Basis of Determination

To ensure that the rights and interests of holders of A shares and holders of H shares are
adequately safeguarded so as to achieve equality of treatment between holders of A shares and
holders of H shares within the same company, a single Exchange Ratio has been agreed in
respect of the Proposed Merger for the exchange of the A shares and H shares of Guotai Junan
Securities with the A shares and H shares of Haitong Securities respectively.

The Exchange Ratio, being 0.62 : 1 (rounded to two decimal places), has been agreed
after arm’s length negotiations between Guotai Junan Securities and Haitong Securities by
taking into account the Market Reference Prices of the A shares of the two companies, and after
deducting the Guotai Junan 2024 Interim Dividend and Haitong 2024 Interim Dividend,
respectively.

This means that:

(a) 1 Haitong A Share shall be exchanged for 0.62 Guotai Junan A Shares to be issued
by Guotai Junan Securities; and

(b) 1 Haitong H Share shall be exchanged for 0.62 Guotai Junan H Shares to be issued
by Guotai Junan Securities.

Specifically, the Market Reference Prices for Guotai Junan A Shares and Guotai Junan H
Shares are RMB13.98 per share and HK$7.89 per share, respectively, and the Market Reference
Prices for Haitong A Shares and Haitong H Shares are RMB8.60 per share and HK$3.61 per
share, respectively. After deducting the Guotai Junan 2024 Interim Dividend and Haitong 2024
Interim Dividend from the Market Reference Prices respectively, the exchange price of Guotai
Junan A Shares is RMB13.83 per share and the exchange price of Haitong A Shares is RMBS8.57
per share, which leads to the Exchange Ratio of 0.62 : 1; and the exchange price of Guotai
Junan H Shares is HK$7.73 per share and the exchange price of Haitong H Shares is HK$4.79
per share, being the Exchange Ratio multiplied by the exchange price of Guotai Junan H
Shares.

(3) Put Options and Dissenting Shareholders who Exercise the Put Options
Guotai Junan Put Options

Pursuant to PRC regulatory requirements, cash put options will be provided to the Guotai
Junan Dissenting Shareholders. Subject to the satisfaction or waiver (as applicable) of all the
Conditions, the Qualified Guotai Junan Dissenting Shareholders will be entitled to sell their
Guotai Junan Shares to the Guotai Junan Put Option Providers, (with respect to Guotai Junan
A Shares) Shanghai International, at a cash price equal to RMB14.86 per Guotai Junan A Share,
and (with respect to Guotai Junan H Shares) Shanghai International (Hong Kong), at a cash
price equal to HK$8.54 per Guotai Junan H Share. Shanghai International (Hong Kong) is
wholly-owned by Shanghai International, which is the controlling shareholder of Guotai Junan
Securities. Shanghai International (Hong Kong) is an associate of Shanghai International
pursuant to Rule 14A.13 of the Hong Kong Listing Rules, and both Shanghai International and
Shanghai International (Hong Kong) are connected persons of Guotai Junan Securities.
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The cash amounts have been determined according to the highest trading prices of Guotai
Junan A Shares and Guotai Junan H Shares on the SSE and the Hong Kong Stock Exchange,
respectively, during the 60 trading days of the Guotai Junan Shares prior to the date of the Joint
Announcement.

The Guotai Junan A Shares and Guotai Junan H Shares acquired by the relevant Guotai
Junan Put Option Provider from the Guotai Junan Dissenting Shareholders (if any) will be held
by the relevant Guotai Junan Put Option Provider. Guotai Junan Dissenting Shareholders shall
not otherwise claim Guotai Junan Put Options from Guotai Junan Securities or Guotai Junan

Shareholders who vote in favour of the Proposed Merger.

Haitong Put Options

Pursuant to PRC regulatory requirements, cash put options will be provided to the
Haitong Dissenting Shareholders. Subject to the satisfaction or waiver (as applicable) of all the
Conditions, the Qualified Haitong Dissenting Shareholders will be entitled to sell their Haitong
Shares to the relevant Haitong Put Option Provider(s), being (i) (with respect to Haitong A
Shares) Taiping Life (via its asset manager, Taiping Asset Management Co., Ltd.) and BOCI
(China) at a cash price equal to RMB9.28 per Haitong A Share, and (ii) (with respect to Haitong
H Shares) Taiping Life (via its asset manager, Taiping Assets Management (Hong Kong)
Company Limited) and BOCI Asia at a cash price equal to HK$4.16 per Haitong H Share. The
cash amounts have been determined according to the highest trading prices of Haitong A Shares
and Haitong H Shares on the SSE and the Hong Kong Stock Exchange, respectively, during the
60 trading days of the Haitong Shares prior to the date of the Joint Announcement.

The Haitong A Shares and Haitong H Shares acquired by the relevant Haitong Put Option
Provider(s) from the Qualified Haitong Dissenting Shareholders (if any) will form part of the
Haitong Shares to be exchanged into Guotai Junan A Shares and Guotai Junan H Shares
respectively at the Exchange Ratio on the Share Exchange Date. Haitong Dissenting
Shareholders shall not otherwise claim Haitong Put Options from Haitong Securities or
Haitong Shareholders who vote in favour of the Proposed Merger.

Stock lending transactions, and costs and taxes in relation to the put options

Prior to the start of the Guotai Junan Put Option Declaration Period and Haitong Put
Option Declaration Period (as applicable), Guotai Junan Dissenting Shareholders and Haitong
Dissenting Shareholders who have given Guotai Junan Shares or Haitong Shares respectively
as security for security lending transactions must transfer those Guotai Junan Shares and
Haitong Shares (as the case may be) from the relevant credit guarantee account of a securities
company to their ordinary securities account, in order to exercise any Guotai Junan Put Options
and Haitong Put Options (as applicable). Guotai Junan Dissenting Shareholders and Haitong
Dissenting Shareholders who have entered into securities repurchase transactions must
complete the relevant repurchase procedures prior to the start of the Guotai Junan Put Option
Declaration Period and Haitong Put Option Declaration Period (as applicable), in order to
exercise any Guotai Junan Put Options and Haitong Put Options (as applicable).
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Under the Merger Agreement, the costs and taxes arising from the exercise of the Guotai
Junan Put Option and the Haitong Put Option shall be borne by the Qualified Guotai Junan
Dissenting Shareholders, Qualified Haitong Dissenting Shareholders, Guotai Junan Put Option
Providers and/or Haitong Put Option Provider(s) in accordance with the Applicable Laws. In
the absence of Applicable Laws, Guotai Junan Securities and Haitong Securities shall resolve
the matter by referring to standard market practice.

Implications under Takeovers Code — BOCI Asia Haitong Put Option Arrangement as the
Special Deal

BOCI Asia, being part of the BOC Group, is one of the Haitong Put Option Providers with
respect to the Haitong H Shares. Under the BOCI Asia Haitong Put Option Arrangement,
subject to the satisfaction or waiver (as applicable) of all the Conditions, those Qualified
Haitong Dissenting Shareholders who are Haitong H Shareholders will be entitled to sell their
Haitong H Shares to BOCI Asia, and BOCI Asia will be obligated to acquire such Haitong H
Shares, at the cash price equal to HK$4.16 per Haitong H Share.

As at the Latest Practicable Date, the BOC Group, as part of its ordinary course of
business, holds a total of 3,593,137 Haitong A Shares (representing approximately 0.04% of the
total issued Haitong A Shares and 0.03% of the total issued Haitong Shares respectively) and
a total of 4,024,000 Haitong H Shares (representing approximately 0.12% of the total issued
Haitong H Shares and 0.03% of the total issued Haitong Shares respectively) in aggregate.

The BOCI Asia Haitong Put Option Arrangement is not extended to all Haitong
Shareholders, and is therefore considered as the Special Deal. As the Special Deal is not
capable of being extended to all Haitong Shareholders, it is subject to the consent of the
Executive and the approval by the Independent Haitong Shareholders. An application has been
made to the Executive for consent to proceed with the Special Deal under Rule 25 of the
Takeovers Code. Such consent, if granted, will be subject to (i) the Haitong IFA publicly stating
in its opinion that the terms of the Special Deal are fair and reasonable, and (ii) the approval
of the Special Deal by the Independent Haitong Shareholders at the Haitong EGM. The Special
Deal will only be implemented if such arrangement is approved by the Independent Haitong
Shareholders at the Haitong EGM and consent in respect of which is granted by the Executive.
Neither the Proposed Merger nor the Proposed Placement are conditional upon the undertaking
of the Special Deal. If the Special Deal is not approved, the Proposed Merger, the Proposed
Placement and the provision of the Haitong Put Options by the other Haitong Put Option
Providers will still proceed.

Save as required under Applicable Laws or otherwise disclosed in this Joint Circular,
all Guotai Junan Shareholders and Haitong Shareholders are entitled to vote for, vote
against or abstain from voting in respect of the resolutions proposed in connection with
the Proposed Merger and the Proposed Placement.
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Only those Guotai Junan Shareholders who vote against the Proposed Merger at the
Guotai Junan EGM will be eligible to exercise the Guotai Junan Put Option in relation
to their Guotai Junan H Shares and/or Guotai Junan A Shares, subject to satisfaction of
the criteria set out in the definition of ¢‘“Qualified Guotai Junan Dissenting
Shareholder(s)”.

Only those: (i) Haitong H Shareholders who vote against the Proposed Merger at
both the (A) Haitong EGM and (B) Haitong H Shareholders’ Class Meeting; and (ii)
Haitong A Shareholders who vote against the Proposed Merger at both the (A) Haitong
EGM and (B) Haitong A Shareholders’ Class Meeting, will be eligible to exercise the
Haitong Put Option in relation to their Haitong H Shares and/or Haitong A Shares,
subject to satisfaction of the criteria set out in the definition of ‘“Qualified Haitong
Dissenting Shareholder(s)”.

If the Proposed Merger is ultimately not implemented, the Guotai Junan Dissenting
Shareholders and the Haitong Dissenting Shareholders shall have no right to exercise the
Guotai Junan Put Option or the Haitong Put Option and shall not be entitled to claim any
compensation or indemnity from Guotai Junan Securities, Haitong Securities, the Guotai
Junan Put Option Providers or the Haitong Put Option Providers.

After the record date for the Guotai Junan EGM and Haitong EGM, Haitong H
Shareholders’ Class Meeting and Haitong A Shareholders’ Class Meeting, if the Guotai
Junan Dissenting Shareholders and the Haitong Dissenting Shareholders sell their
respective Guotai Junan Shares or Haitong Shares, the number of Guotai Junan Shares
or Haitong Shares eligible for the Guotai Junan Put Option and Haitong Put Option will
reduce correspondingly. If the Guotai Junan Dissenting Shareholders and the Haitong
Dissenting Shareholders subsequently purchase Guotai Junan Shares or Haitong Shares
after the relevant record date for the Guotai Junan EGM and Haitong EGM, Haitong H
Shareholders’ Class Meeting and Haitong A Shareholders’ Class Meeting, the number of
shares eligible for the Guotai Junan Put Option and Haitong Put Option will not increase.

Certain Guotai Junan Shareholders and Haitong Shareholders are entitled to vote on
the resolutions relating to the Proposed Merger, but are excluded from being eligible to
exercise the Guotai Junan Put Option and the Haitong Put Option, respectively. Please
refer to the definition of “Qualified Guotai Junan Dissenting Shareholder” and “Qualified
Haitong Dissenting Shareholder” in the “Definitions” section of this Joint Circular for
further details.

_41 -



TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

(4) Notification to creditors

Under the Merger Agreement, Guotai Junan Securities and Haitong Securities agreed to
comply with the relevant procedures relating to creditors’ notification and announcement in
accordance with the Applicable Laws of the PRC. If any creditor of Guotai Junan Securities or
Haitong Securities requests for early repayment of the indebtedness or requests for any
guarantee in relation to such indebtedness within the statutory period, Guotai Junan Securities
and Haitong Securities will, in accordance with Applicable Laws, either make or provide or
cause a third party to make or provide, early repayment or guarantee to its creditors for such
indebtedness.

If the relevant creditor of Guotai Junan Securities or Haitong Securities does not request
for early repayment or guarantee within the relevant statutory period, the outstanding
indebtedness will be assumed by the Post-Merger Company after the Closing Date.

(5) Arrangements for employees

Following Closing, the employment contracts of all employees of Guotai Junan Securities
(including those of its branches and business departments) will continue with the Post-Merger
Company and the employment contracts of all employees of Haitong Securities (including
those of its branches and business departments) will be assumed by and continue with the
Post-Merger Company.

As of the Latest Practicable Date, each of Guotai Junan Securities and Haitong Securities
had separately convened an employees’ representative meeting to review and approve the
employee settlement plan following the Proposed Merger.

(6) Liabilities for breach of the Merger Agreement

According to the Merger Agreement, if Guotai Junan Securities or Haitong Securities
breaches any of its representations, warranties, undertakings, makes any misrepresentations, or
fails to perform any of its responsibilities or obligations under the Merger Agreement, such
party commits a breach of contract. Such defaulting party shall, at the request of the other
party, continue to perform its obligations or take measures to remedy the breach or give full,
prompt, adequate and effective indemnification. Where the Proposed Merger fails to become
effective or to be completed for reasons not attributable to either party of the Merger
Agreement, none of the parties shall be liable for breach of contract.

(7) Costs and taxes in relation to the Proposed Merger
All costs and taxes incurred as a result of the Proposed Merger shall be borne by Guotai

Junan Securities and Haitong Securities in accordance with the provisions of the Applicable

Laws, relevant documents and contracts.
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3.  PRINCIPAL TERMS OF THE MERGER AGREEMENT

Guotai Junan Securities and Haitong Securities entered into the Cooperation Agreement

on 5 September 2024 in relation to the Proposed Merger. Further to the Cooperation

Agreement, on 9 October 2024, Guotai Junan Securities and Haitong Securities entered into a

Merger Agreement which sets forth detailed terms and conditions for implementing the

Proposed Merger. In addition to the terms set out in “2. Terms of the Proposed Merger” in this

section above, the principal terms and conditions of the Merger Agreement include:

Parties

Overview of the Proposed
Merger

Guotai Junan Securities and Haitong Securities

In accordance with the terms of the Merger Agreement and
guided by the principles of combining strengths of two well-
recognised and renowned businesses in the sector, achieving
synergies and implementing a merger of equals, the Proposed
Merger will be implemented by Guotai Junan Securities
merging with Haitong Securities by way of absorption and Share
Exchange, namely: (1) Guotai Junan Securities will issue Guotai
Junan A Shares to the Haitong Share-Exchange Shareholders
holding A shares and Guotai Junan H Shares to the Haitong
Share-Exchange Shareholders holding H shares; (2) Guotai
Junan Securities will apply to have the Guotai Junan A Shares
and Guotai Junan H Shares to be issued under the Proposed
Merger listed and traded on the SSE and the Hong Kong Stock
Exchange, respectively; (3) the Haitong A Shares and Haitong H
Shares will be delisted and cancelled; (4) upon Closing, the
Post-Merger Company will assume all assets, liabilities,
businesses, employees, contracts, qualifications and all other
rights and obligations of Haitong Securities; and (5) after the
Closing Date, completion of the cancellation and deregistration
of the legal status of Haitong Securities, and the update of the
business registration of Guotai Junan Securities.

The Proposed Merger will be effective as provided for by the

PRC Company Law and shall be in compliance with the Hong
Kong Listing Rules and the Takeovers Code.
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Consideration

Treatment of fractions of
shares

Put options for dissenting
shareholders

Guotai Junan Securities will issue 5,985,871,332 Guotai Junan
A Shares and 2,113,932,668 Guotai Junan H Shares at the
Exchange Ratio in exchange for 9,654,631,180 Haitong A
Shares (including the treasury Haitong A Shares) and
3,409,568,820 Haitong H Shares, respectively, which equates to
0.62 Guotai Junan A Shares being issued in exchange for 1
Haitong A Share, and 0.62 Guotai Junan H Shares being issued
for 1 Haitong H Share.

Application will be made to the Hong Kong Stock Exchange and
SSE for the Guotai Junan H Shares and Guotai Junan A Shares
to be issued under the Proposed Merger to be listed and traded
on the Hong Kong Stock Exchange and SSE, respectively.

The number of Guotai Junan H Shares and Guotai Junan A
Shares obtained by Haitong Share-Exchange Shareholders shall
be in whole numbers. If the number of Guotai Junan H Shares
and Guotai Junan A Shares to be obtained by a Haitong
Shareholder through a Share Exchange of Haitong H Shares and
Haitong A Shares for the respective Guotai Junan H Shares and
Guotai Junan A Shares at the Exchange Ratio will not result in
a whole number, such shareholders will be ranked in the order
of the value of the remaining fraction after the decimal point
from high to low, and one additional Guotai Junan H Share or
Guotai Junan A Shares (as the case may be) will be given to each
such Haitong Shareholder in that order until the number of
shares actually exchanged is equal to the total number of shares
proposed to be issued. If the number of shareholders with the
same fraction is more than the number of remaining shares to be
issued, shares will be allocated randomly by a computerised
system until the number of shares actually exchanged is equal to
the total number of shares proposed to be issued.

Please refer to “2. Terms of the Proposed Merger — (3) Put

Options and Dissenting Shareholders who exercise the Put

Option” in this section above for details.
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Conditions to the Merger
Agreement becoming
effective

The Merger Agreement shall become effective upon satisfaction

of all of the following conditions (none of which shall be

capable of being waived):

(a)

(b)

(c)

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
Guotai Junan Shareholders present and voting in person or
by proxy at the Guotai Junan EGM to approve the
Proposed Merger and the Merger Agreement;

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
Haitong Shareholders present and voting in person or by
proxy at each of the Haitong EGM, the Haitong H
Shareholders” Class Meeting and the Haitong A
Shareholders’ Class Meeting to approve the Proposed
Merger and the Merger Agreement, provided that in terms
of the Haitong H Shareholders’ Class Meeting: (i) approval
is also given by 75% or more of the votes attaching to the
Haitong H Shares held by the Disinterested Haitong H
Shareholders that are cast either in person or by proxy at
the Haitong H Shareholders’ Class Meeting; and (ii) the
number of votes cast against the resolution is not more
than 10% of the votes attaching to all Haitong H shares
held by the Disinterested Haitong H Shareholders; and

the approval, filing and/or registration (if applicable) with
or by Shanghai SASAC, SSE and the CSRC in respect of
the Proposed Merger having been obtained and remaining
in effect.

As at the Latest Practicable Date, save and except the approval

from Shanghai SASAC, none of the above conditions have been
fulfilled.

_ 45—



TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

Conditions to
implementation of the
Merger Agreement

Provided that the Merger Agreement has become effective,

Closing shall be subject to satisfaction or appropriate waiver

from Guotai Junan Securities and Haitong Securities (except for

the conditions referred to in paragraphs (c) and (d) below which

shall not be capable of being waived) of the following

conditions:

(a)

(b)

(©)

(d)

the necessary approvals, filings or registrations with or by
competent Governmental Authorities in relevant
jurisdictions (including the CSRC and the SFC) in
connection with the Proposed Merger which may be
required pursuant to the licences and permits of any
member of the Guotai Junan Group and Haitong Group,
having been obtained or completed (as the case may be)
and remaining in effect;

for the purposes of the Proposed Merger, Guotai Junan
Securities and Haitong Securities having submitted foreign
investment, anti-trust and other merger filings or
applications to competent Governmental Authorities in
relevant jurisdictions (other than the PRC) in relation to
the Proposed Merger where notification, approval or no
objection is legally required and having obtained or being
deemed to have obtained all necessary approvals or having
passed a prescribed period without objection (as
applicable) from such relevant Governmental Authorities
and remaining in effect, or having in place appropriate
arrangements that are approved or accepted by such
relevant Governmental Authorities in dealing with the
relevant assets or businesses of the Guotai Junan Group
and Haitong Group;

the clearance of all necessary PRC anti-trust filings with
the SAMR for the Proposed Merger having been obtained;
and

the approval from the Hong Kong Stock Exchange for the
listing of, and permission to deal in, on the Hong Kong
Stock Exchange the Guotai Junan H Shares to be issued as
consideration for the Share Exchange.
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Termination

With respect to condition (a) set out above, as at the Latest

Practicable Date, other than regulatory approvals in the PRC

and Hong Kong, it is anticipated that no other material

regulatory approvals may be required in respect of the Proposed

Merger pursuant to the licences and permits held by any member
of the Guotai Junan Group and Haitong Group.

As at the Latest Practicable Date, the above conditions have not
all been satisfied. Condition (c) set out above has been satisfied.

The Merger Agreement may be terminated in any of the

following circumstances:

(a)

(b)

(c)

if a competent Governmental Authority makes any
permanent injunctions, laws, regulations, rules or orders
that restricts or prohibits Closing and such restriction or
prohibition is final and not capable of being appealed,
either Guotai Junan Securities or Haitong Securities will
be entitled to terminate the Merger Agreement by written
notice;

if the Merger Agreement cannot be performed for a
continuous period of 60 days due to any force majeure
event, either Guotai Junan Securities or Haitong Securities
will be entitled to terminate the Merger Agreement by
written notice. The party affected by the force majeure
event shall notify the other party within 10 business days
of its occurrence and provide any available evidence; or

if one party commits a material breach of the Merger
Agreement and such material breach is not remedied
within 30 days following written notice from the non-
defaulting party to the defaulting party, the non-defaulting
party will be entitled to unilaterally terminate the Merger
Agreement by written notice.
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Arrangements during the
Transitional Period

During the Transitional Period, except for matters that have
been agreed in writing in advance, have been, or should have
been known, to Guotai Junan Securities and Haitong Securities,
Guotai Junan Securities and Haitong Securities shall maintain
stability in their assets, businesses, employees and operations
and operate independently in accordance with their past
practices and operating methods. Guotai Junan Securities and
Haitong Securities will not make any significant decisions that
are inconsistent with its ordinary course of business nor engage
in any activities that may give rise to significant debts,
obligations, or liabilities, and that may have a material adverse
effect on their operations and financial condition.

During the Transitional Period, except for the Proposed Merger
and matters to which Guotai Junan Securities and Haitong
Securities have agreed (including in respect of Guotai Junan
Securities’ share incentive programme), Guotai Junan Securities
and Haitong Securities shall not increase or decrease its
respective total share capital or issue convertible bonds or make
any adjustments to its respective share capital.

During the Transitional Period, Guotai Junan Securities and
Haitong Securities (including their respective subsidiaries) are
required to notify in writing and obtain the other party’s prior

written consent before implementing the following matters:

(a) provision of external guarantees, or granting of mortgages,
pledges or other third party rights over its assets, in each
case outside the ordinary course of business;

(b) assume material liabilities other than for the ordinary
course of business or as required by Applicable Laws;

(c) waiver of material rights, gift of assets, or forgiveness of
third party material liabilities;

(d) conduct material asset transfers, acquisitions, mergers and
replacements that are not in the ordinary course of
business;

(e) enter into any arrangement that is not in the ordinary

course of business and that may have a material adverse
effect on the Proposed Merger;
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Arrangements for
profit distribution and
accumulated profits
during the Transitional
Period

(f) material amendment to the compensation or benefits of
executives or employees other than those customarily
carried out in the ordinary course of business; and

(g) other matters that may have a material adverse effect on its
assets, finances and continuing operations.

For the period between the date of the Merger Agreement and
the Closing Date, save for the Guotai Junan 2024 Interim
Dividend and Haitong 2024 Interim Dividend, Guotai Junan
Securities and Haitong Securities shall not undertake any
ex-rights or ex-dividend actions such as distribution of profits,
conversion and capitalisation of reserves into share capital and
rights issues. Any accumulated profits of Guotai Junan
Securities and Haitong Securities which remain undistributed as
at the Closing Date shall be for the benefit of the shareholders
of the Post-Merger Company as a whole according to their
shareholding ratio.

After Closing, the Post-Merger Company will consider and
make decisions on dividend-related matters by taking into
account factors including net profits for the year and cashflow
requirements.

As at the Latest Practicable Date, Guotai Junan Securities and Haitong Securities have not

declared any dividend that has not been paid, and have no intention to declare, make or pay any

dividend to the Guotai Junan Shareholders or Haitong Shareholders respectively between the
Latest Practicable Date and the earlier of: (a) the Closing Date; and (b) the date that the
Proposed Merger is terminated (as the case may be).

Pursuant to Note 2 to Rule 30.1 of the Takeovers Code, Guotai Junan Securities and

Haitong Securities may only invoke conditions (a) and/or (b) set out in the paragraph headed

“Conditions to implementation of the Merger Agreement” in this section or terminate the

Merger Agreement in accordance with the paragraph headed “Termination” in this section as

a basis for not proceeding with the Proposed Merger only if the circumstances which give rise

to the right to invoke any such condition or termination right are of material significance to

Guotai Junan Securities or Haitong Securities in the context of the Proposed Merger.
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4. GUOTAI JUNAN SECURITIES’ SPECIFIC MANDATE TO ISSUE GUOTAI
JUNAN A SHARES AND GUOTAI JUNAN H SHARES UNDER THE PROPOSED
MERGER

On 9 October 2024, the Guotai Junan Board resolved to seek, at the Guotai Junan EGM
that it be granted an unconditional specific mandate enabling it, when the Proposed Merger is
given effect and as required by the Proposed Merger, to determine and implement the issuance
of 5,985,871,332 Guotai Junan A Shares (with an aggregate nominal value of
RMB5,985,871,332) and 2,113,932,668 Guotai Junan H Shares (with an aggregate nominal
value of RMB2,113,932,668), and to have full authority to deal with any and all matters
necessary or appropriate for the issuance of the Guotai Junan A Shares and Guotai Junan H
Shares and to deal with any details of the issue, registration and transfer of relevant shares as
well as matters relating to listing on the SSE and the Hong Kong Stock Exchange (including
the right to adjust the proposed price and numbers of new Guotai Junan A Shares and Guotai
Junan H Shares to be issued to the extent allowed and in accordance with the Applicable Laws
or requirements or requests by the applicable Governmental Authorities). The above specific
mandate will be approved as part of the approval of the Proposed Merger.

The Guotai Junan H Shares and Guotai Junan A Shares to be issued by Guotai Junan
Securities in accordance with the Proposed Merger will rank pari passu with the existing
Guotai Junan Shares, except for any existing restrictions on the rights in respect of any Haitong
Share which will remain effective on such new shares to be issued by Guotai Junan Securities.

Guotai Junan Securities will apply to the Hong Kong Stock Exchange for the listing of
and permission to deal in the Guotai Junan H Shares to be issued under the Proposed Merger,
which will be implemented after approval by the Hong Kong Stock Exchange.

Timetable of issue and commencement of dealings of the Guotai Junan H Shares and
Guotai Junan A Shares under the Share Exchange

To ensure equality of treatment of holders of the Guotai Junan H Shares to be issued under
the Share Exchange (the “relevant Guotai Junan H Shares”) and the Guotai Junan A Shares
to be issued under the Share Exchange (the “relevant Guotai Junan A Shares”, together with
the relevant Guotai Junan H Shares, the “relevant Guotai Junan Shares”), arrangements have
been made to cater for the differences in regulatory and settlement processes required for the
listing of newly issued Guotai Junan H Shares and Guotai Junan A Shares on the Hong Kong
Stock Exchange and on the SSE in order for dealings of the relevant Guotai Junan H Shares
on the Hong Kong Stock Exchange and the relevant Guotai Junan A Shares on the SSE to
commence on the same date (the “expected dealings commencement date”). Pursuant to Rule
3.2.8 of the SSE Listing Rules and other applicable rules under the SSE Listing Rules, a listing
announcement has to be made by Guotai Junan Securities the next day after the completion of
the Share Exchange of A shares when the relevant Guotai Junan A Shares are issued. The
relevant Guotai Junan A Shares can only be listed three business days after the publication of
such listing announcement and other relevant documents as required by the SSE. In contrast,
in respect of the Share Exchange involving H shares, as the approval from the Hong Kong
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Stock Exchange for the listing of, and permission to deal in the relevant Guotai Junan H Shares
is expected to be applied for and obtained conditionally after the approval of the Proposed
Merger and the Proposed Placement at the general meetings of Guotai Junan Securities and
Haitong Securities but before the completion of the issuance of the relevant Guotai Junan H
Shares, it is expected that the relevant Guotai Junan H Shares will be listed the next business
day after the issuance.

The relevant Guotai Junan H Shares will be issued as soon as practicable after the relevant
Guotai Junan A Shares are issued. As at the Latest Practicable Date, the issuance of the relevant
Guotai Junan H Shares is expected to be on or about the third business day after the issuance
of the relevant Guotai Junan A Shares.

Notwithstanding the above, holders of the relevant Guotai Junan A Shares are not in a
position to exercise any ownership or voting rights attached to the relevant Guotai Junan A
Shares before dealings of relevant Guotai Junan Shares commence on both the SSE and the
Hong Kong Stock Exchange, considering holders of the relevant Guotai Junan A Shares cannot
trade or deal in such shares off-market before dealings commence on the SSE, and Guotai
Junan Securities will also ensure no general meeting will be convened, no record date of
entitlement will be set and no other corporate actions affecting rights of the Guotai Junan
Shareholders will take place during any time gap between the issuance of the relevant Guotai
Junan A Shares and issuance of the relevant Guotai Junan H Shares. In other words, no dealings
or transfer of the relevant Guotai Junan A Shares could be effected, no voting rights attached
to the relevant Guotai Junan A Shares could be exercised, and no other changes or adjustments
to any other rights attached to the Guotai Junan A Shares would take place until dealings
commence for all relevant Guotai Junan Shares on the expected dealings commencement date.
Therefore, the holders of the relevant Guotai Junan A Shares are not given any rights or
benefits that are preferential to those of the holders of the Guotai Junan H Shares in respect
of dealing of shares and exercising of voting rights.

Further announcement(s) relating to timetable of issue and commencement of dealings of
the relevant Guotai Junan Shares will be made before/after the satisfaction or waiver, as
appropriate, of the Effectiveness Conditions and conditions to implementation of the Merger
Agreement.
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5. COMPARISONS OF VALUE
(1) Comparison of the Exchange Ratio

The Exchange Ratio is 0.62: 1, that is every 1 Haitong Share can be exchanged for 0.62
Guotai Junan Shares. The Exchange Ratio (0.62:1) is higher than the indicative exchange ratios
implied by the H share trading prices of Guotai Junan Securities and Haitong Securities, as
shown in the table below:

Trading periods leading up to the date of
the Joint Announcement
Last Trading 20 Trading 60 Trading
Date” Days Days®

Volume-weighted average price of

Haitong H Shares during the

specified trading period after

deducting Haitong 2024 Interim

Dividend HK$3.63 HK$3.46 HK$3.58
Volume-weighted average price of

Guotai Junan H Shares during the

specified trading period after

deducting Guotai Junan 2024

Interim Dividend HK$7.91 HK$7.70 HK$7.73
Volume-weighted average price of

Haitong H Shares during the

specified trading period after

deducting Haitong 2024 Interim

Dividend/volume-weighted average

price of Guotai Junan H Shares

during the specified trading period

after deducting Guotai Junan 2024

Interim Dividend 0.46 0.45 0.46

Notes:
(1)  Closing price instead of volume-weighted average price is used for calculation under Last Trading Date.

(2)  The volume-weighted average prices of Guotai Junan Shares and Haitong Shares during the 60 trading
days have adjusted for the Guotai Junan 2023 Final Dividend and the Haitong 2023 Final Dividend.
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(2) Comparison of the exchange price

The Proposed Merger will be implemented at the Exchange Ratio. The comparisons below
are provided solely for the convenience of Guotai Junan Shareholders, Haitong Shareholders
and potential investors. They are illustrations only. Guotai Junan Shareholders and Haitong
Shareholders should use the comparisons with care and take into account other disclosures in
this Joint Circular, including the reasons and purpose of the Proposed Merger.

The Proposed Merger will be implemented at the Exchange Ratio. Every 1 Haitong Share
can be exchange for 0.62 Guotai Junan Shares. For illustrative purpose only, the exchange price
for each Haitong H Share of HK$4.79, being the Exchange Ratio multiplied by the exchange
price of Guotai Junan H Shares, represents:

(a) apremium of approximately 31.96% over the closing price of each Haitong H Share
of HK$3.63 on the Hong Kong Stock Exchange as of the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend;

(b) a premium of approximately 38.44% over the volume-weighted average price of
HK$3.46 of each Haitong H Share on the Hong Kong Stock Exchange for the 20
trading days immediately prior to the date of the Joint Announcement, after
deducting the Haitong 2024 Interim Dividend;

(¢) apremium of approximately 33.80% over HK$3.58 of each Haitong H Share, being
the Market Reference Price of each Haitong H Share (for the 60 trading days
immediately prior to the date of the Joint Announcement) after deducting the
Haitong 2024 Interim Dividend;

(d) adiscount of approximately 31.18% over the closing price of each Haitong H Share
of HK$6.96 on the Hong Kong Stock Exchange as of the Latest Practicable Date;
and

(e) an implied P/B Ratio of 0.35 and 0.35 over the audited net asset value attributable
to owners of Haitong Securities per Haitong Share as of 31 December 2023 and the
unaudited net asset value attributable to owners of Haitong Securities per Haitong
Share as of 30 June 2024, respectively. In comparison, the closing price as of the
Last Trading Date of Haitong H Share after deducting Haitong 2024 Interim
Dividend implies P/B Ratio of 0.27 and 0.26 over the audited net asset value
attributable to owners of Haitong Securities per Haitong Share as of 31 December
2023 and the unaudited net asset value attributable to owners of Haitong Securities
per Haitong Share as of 30 June 2024 respectively. The audited net asset value
attributable to owners of Haitong Securities per Haitong Shares as of 31 December
2023 is adjusted by deducting the Haitong 2023 Final Dividend and the Haitong
2024 Interim Dividend.
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The Proposed Merger will be implemented at the Exchange Ratio. Every 1 Haitong Share

can be exchange for 0.62 Guotai Junan Shares. For illustrative purpose only, the exchange price
for each Guotai Junan H Share of HK$7.73, being the Market Reference Price after deducting
the Guotai Junan 2024 Interim Dividend, represents:

(a)

(b)

(c)

(d)

(e)

a discount of approximately 2.28% over the closing price of each Guotai Junan H
Share of HK$7.91 on the Hong Kong Stock Exchange as of the Last Trading Date,
after deducting the Guotai Junan 2024 Interim Dividend;

a premium of approximately 0.39% over the volume-weighted average price of
HK$7.70 of each Guotai Junan H Share on the Hong Kong Stock Exchange for the
20 trading days immediately prior to the date of the Joint Announcement, after
deducting the Guotai Junan 2024 Interim Dividend;

equal to the Market Reference Price (after deducting the Guotai Junan 2024 Interim
Dividend) of HK$7.73 of each Guotai Junan H Share on the Hong Kong Stock
Exchange for the 60 trading days immediately prior to the date of the Joint
Announcement;

a discount of approximately 33.36% over the closing price of each Guotai Junan H
Share of HK$11.60 on the Hong Kong Stock Exchange as of the Latest Practicable
Date; and

an implied P/B Ratio of 0.44 and 0.43 over the audited net asset value attributable
to owners of Guotai Junan Securities per Guotai Junan Share as of 31 December
2023 and the unaudited net asset value attributable to owners of Guotai Junan
Securities per Guotai Junan Share as of 30 June 2024, respectively. In comparison,
the closing price as of the Last Trading Date of Guotai Junan H Share after
deducting Guotai Junan 2024 Interim Dividend implies P/B Ratio of 0.45 and 0.44
over the audited net asset value attributable to owners of Guotai Junan Securities per
Guotai Junan Share as of 31 December 2023 and the unaudited net asset value
attributable to owners of Guotai Junan Securities per Guotai Junan Share as of 30
June 2024 respectively. The audited net asset value attributable to owners of Guotai
Junan Securities per Guotai Junan Shares as of 31 December 2023 is adjusted by
deducting the Guotai Junan 2023 Final Dividend and the Guotai Junan 2024 Interim
Dividend.

For illustrative purpose only, the exchange price for each Haitong A Share of RMB8.57,

being the Market Reference Price of each Haitong A Share, after deducting the Haitong 2024

Interim Dividend, represents (i) a discount of approximately 1.95% over the closing price of
each Haitong A Share of RMBS8.74 on the SSE as of the Last Trading Date, after deducting the
Haitong 2024 Interim Dividend; and (ii) a discount of approximately 26.81% over the closing
price of each Haitong A Share of RMB11.71 on the SSE as of the Latest Practicable Date.
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For illustrative purpose only, the exchange price for each Guotai Junan A Share of
RMB13.83, being the Market Reference Price of each Guotai Junan A Share, after deducting
the Guotai Junan 2024 Interim Dividend, represents (i) a discount of approximately 4.95% over
the closing price of each Guotai Junan A Share of RMB14.55 on the SSE as of the Last Trading
Date, after deducting the Guotai Junan 2024 Interim Dividend; and (ii) a discount of
approximately 29.58% over the closing price of each Guotai Junan A Share of RMB19.64 on
the SSE as of the Latest Practicable Date.

6. PROPOSED PLACEMENT

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-Merger Company and replenish the working capital, Guotai Junan 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 the Subscriber for a total consideration of up to
RMB10,000,000,000. Pursuant to Applicable Laws of the PRC, the issue price is determined
on the basis that it shall not be lower than the higher of (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 Junan Securities,
and deducting the Guotai Junan 2024 Interim Dividend and Guotai Junan 2023 Final Dividend.

It is expected that the number of Placement A Shares to be issued under the Proposed
Placement will not exceed 626,174,076 (with an aggregate nominal value of RMB626,174,076)
or 3.55% of the enlarged total issued share capital of the Post-Merger Company (assuming that,
other than in relation to the Proposed Merger and Proposed Placement, there will be no change
to the shareholding structure of the Post-Merger Company). The final number of Placement A
Shares to be issued under the Proposed Placement will be determined by the size of the
ancillary funds approved by the SSE and ultimately registered by the CSRC.

55—



TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

Guotai Junan Securities and the Subscriber have entered into the Placement Subscription

Agreement on 9 October 2024 pursuant to which Guotai Junan Securities has conditionally

agreed to allot and issue, and the Subscriber has conditionally agreed to subscribe for, such
number of all of the Placement A Shares for a total consideration of up to RMB10,000,000,000
in accordance with the terms and conditions as set out in the Placement Subscription

Agreement. The principal terms of the Placement Subscription Agreement are set out as

follows:

Date

Parties

Issuance size

Issue price

Conditions Precedent

9 October 2024
(a) Guotai Junan Securities (as issuer); and
(b) Subscriber (as subscriber).

Up to RMBI10 billion; and up to 626,174,076 Placement A
Shares

The issue price has been set at a fixed price of RMB15.97 per
Placement A Share

The Placement Subscription Agreement shall become
effective upon satisfaction of the following conditions:

(i) 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 Guotai Junan Shareholders present and voting in
person or by proxy at the Guotai Junan EGM to approve
the Proposed Placement;

(i1) 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 Haitong Shareholders present and voting in person
or by proxy at each of the Haitong EGM, the Haitong H
Shareholders” Class Meeting and the Haitong A
Shareholders’ Class Meeting to approve the Proposed

Placement;

(iii) the approval, filing or registration (if applicable) by
Shanghai SASAC, SSE and CSRC in respect of the
Proposed Placement having been obtained and
remaining in effect;
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Source of funds

Completion

Lock-up

(iv) the Merger Agreement becoming effective; and

(v) the approval by the shareholder of the Subscriber in
respect of the Proposed Placement having been
obtained.

As at the Latest Practicable Date, save and except the
approval from Shanghai SASAC, none of the above
conditions have been fulfilled.

Internal resources of the Subscriber?.

Upon receiving a payment notice from Guotai Junan
Securities, the Subscriber shall pay by cash in one instalment
the subscription amount. Such payment notice shall be
provided at least 10 working days prior to the payment
deadline.

Unless transfers are permitted by Applicable Laws, the
Placement A Shares subscribed by the Subscriber pursuant to
the Proposed Placement shall be subject to a lock-up period
of 60 months from the date 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 reserves into share
capital with respect to the Placement A Shares shall also be
subject to the aforementioned lock-up period. Upon expiry of
the lock-up period, transfers of the Placement A Shares shall
be conducted in accordance with relevant rules of the CSRC
and the SSE.

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

The Subscriber undertook to comply with the lock-up

provisions as set out above.

2 The Subscriber undertook that (i) its assets are in good condition and there are no adverse factors jeopardizing
its obligation to settle the consideration for the Proposed Placement timely in full: (ii) the consideration shall
be funded by internal resources of the Subscriber and there are no agreements or other arrangements between
the Subscriber and Guotai Junan Securities in relation to provision of financial assistance by Guotai Junan
Securities or its substantial shareholders directly or through other parties; and (iii) the Subscriber shall be
responsible for any damages caused to Guotai Junan Securities due to a breach of the undertaking.
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Liability for breach

(i)

(i1)

(iii)

(iv)

the party in default of any provision of the Placement
Subscription Agreement shall be responsible for the
losses and consequences caused by such default;

it is a breach of the Placement Subscription Agreement
if any of the representations or warranties turns out to be
untrue, inaccurate or with material omissions, or if such
representation or warranty is not performed
appropriately and timely; it is also a breach of the
Placement Subscription Agreement if any undertaking
or obligation is not performed. The party in default shall
be responsible for all losses, damages and costs
(including but not limited to reasonable legal costs);

if registration of the Placement A Shares cannot be
completed due to reasons attributable to Guotai Junan
Securities, Guotai Junan Securities shall be liable for
the losses caused to the Subscriber; and

if any adjustment to or cancellation of the Proposed
Placement is required due to a material change in the
regulation, decision or requirement of Applicable Laws
or by relevant Governmental Authorities, Guotai Junan
Securities shall not be liable to the Subscriber, and any
legal documents issued by the Subscriber pursuant to
the Proposed Placement shall be terminated or shall
cease to be effective and shall no longer be binding on
the Subscriber.

Pursuant to 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 Junan Securities and deducting the Guotai Junan 2024 Interim

Dividend and Guotai Junan 2023 Final Dividend. For illustrative purpose only, the issue price
for each Placement A Shares of RMB15.97 represents/is:

(a) a premium of approximately 9.76% over the closing price of each Guotai Junan A
Share of RMB14.55 as of the Last Trading Date, after deducting Guotai Junan 2024

Interim Dividend;

(b) a premium of approximately 12.78% over the volume-weighted average price of
RMB14.16 of each Guotai Junan A Share for the 20 trading days immediately prior
to the date of the Joint Announcement, after deducting Guotai Junan 2024 Interim

Dividend;
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(c)

(d)

(e)

()

a premium of approximately 15.47% over the Market Reference Price of RMB13.83
of each Guotai Junan A Share for the 60 trading days immediately prior to the date
of the Joint Announcement, after deducting the Guotai Junan 2024 Interim
Dividend;

a discount of approximately 18.69% over the closing price of each Guotai Junan A
Share of RMB19.64 as of the Latest Practicable Date;

a premium of approximately 51.66% over the closing price of each Guotai Junan H
Share of HK$11.60 as of the Latest Practicable Date; and

approximately equal to the audited net asset value of RMBI15.97 per share
attributable to ordinary shareholders of Guotai Junan Securities as of 31 December
2023, after adjusting for the Guotai Junan 2023 Final Dividend and deducting the
Guotai Junan 2024 Interim Dividend.

Use of proceeds of the Proposed Placement

The gross proceeds of the Proposed Placement will be no more than RMB10,000,000,000.
After deducting intermediaries’ fees, the transaction taxes and other expenses related to the

Proposed Merger and the Proposed Placement, the proceeds are intended to be used for

international business, trading and investment business, digitalisation and replenishing

working capital. The details are as follows:

No.

1

2

Proposed
Purpose of investment Description investment amount

International business To develop the international business of Up to RMB3 billion
the Post-Merger Company,
continuously build up the advantage
in cross-border financial services,
enhance the international
competitiveness, and better
participation in global competition,
cooperation and resource allocation.
Trading and investment Including but not limited to developing Up to RMB3 billion
business equity business, fixed income,
currencies and commodities business
and strengthening the development of
customer demand-oriented businesses
such as over-the-counter derivative
business, investment in market-making
business, and improving the integrated
customer service capability and
product innovation capability.
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Proposed
No. Purpose of investment Description investment amount

3 Digitalisation Including but not limited to Up to RMBI billion
strengthening the information
technology infrastructure, facilitating
comprehensive digitalisation of the
investment banking business,
improving the digital intelligence
level of wealth management and
enhancing digital operational
capability, promoting the construction
of digital service platform, developing
better functions of mobile application,
optimising the intelligent investment
advisory system and increasing
investment in financial technology
application.
4 Replenishing working To replenish the working capital of the Up to RMB3 billion
capital Post-Merger Company.
Total Up to RMB10
billion

The undertaking of the Proposed Placement is subject to and conditional upon the
Proposed Merger, whilst the Proposed Merger is not conditional upon the undertaking of the
Proposed Placement. The completion of the Proposed Placement will not affect the
implementation of the Proposed Merger. Before the ancillary funds raised are in place, the
Post-Merger Company may first apply self-owned or self-raised funds to the above purposes
based on the market condition and its actual condition and replace such funds after the funds
raised are in place.

If the amount of ancillary funds raised is insufficient to meet the purposes mentioned
above, the Post-Merger Company will adjust and make a final decision as to the priorities and
amount of investment from the proceeds based on the actual amount of ancillary funds raised.
The shortfall will be funded by the self-owned or self-raised funds of the Post-Merger
Company.

The net price and the net proceeds of the Guotai Junan A Share to be issued will be
disclosed in accordance with the requirements of Hong Kong Listing Rules upon completion
of the Proposed Placement and determination of the relevant expenses incurred or to be
incurred in relation to the Proposed Placement.
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Other than the lock-up restrictions set out under “Lock-up” in this section above, the
Placement A Shares will not be subject to any lien, pledge, charge or other restriction, and all
relevant rights shall attach to such shares, including the right to receive all dividends and other
distributions (if any) declared, made or paid on or after the issue date, and such shares will rank
pari passu with the existing Guotai Junan A Shares.

Any accumulated profits of Guotai Junan Securities which remain undistributed prior to
the date of issue of the Placement A Shares shall be for the benefit of the shareholders of the
Post-Merger Company as a whole.

The Guotai Junan Board expects that the public float requirement under the Hong Kong
Listing Rules will continue to be satisfied after Closing and completion of the Proposed
Placement.

As at the Latest Practicable Date, the Subscriber holds 23.06% of the total issued shares
in Guotai Junan Securities. The Subscriber is principally engaged in industrial investment,
capital operation and asset acquisition and is a wholly-owned subsidiary of Shanghai
International. Shanghai International is wholly-owned by Shanghai SASAC.

7. FINANCIAL EFFECTS OF THE PROPOSED MERGER

Based on the audited consolidated financial statements of Guotai Junan Securities
prepared in accordance with the IFRS for the year ended 31 December 2023, as at 31 December
2023, the consolidated total assets of Guotai Junan Securities amounted to approximately
RMB925.4 billion, with a gearing ratio®> of 76.77%. Based on the unaudited consolidated
financial statements of Guotai Junan Securities prepared in accordance with the IFRS for the
six months ended 30 June 2024, as at 30 June 2024, the unaudited consolidated total assets of
Guotai Junan Securities amounted to approximately RMB898.1 billion, with a gearing ratio® of
74.79%. Based on the pro forma financial information of the Enlarged Group prepared by
Guotai Junan Securities in accordance with the IFRS set out in the section headed “Unaudited
Pro Forma Financial Information of the Enlarged Group” in Appendix III to this Joint Circular,
assuming that the Proposed Merger had been completed on 31 December 2023, the unaudited
consolidated total assets of the Post-Merger Company would have increased to RMB1,614.3
billion, and the gearing ratio would decrease to 73.90%. On a post-transaction basis after the
Proposed Merger and the Proposed Placement, the financial indicators of the Post-Merger
Company such as total assets, equity attributable to the equity holders of the company, net
assets per share, operating revenue would increase, with its business scale, operating capacity
and risk tolerance capability enhanced and its comprehensive competitive strength and
operational sustainability further strengthened.

3 Gearing ratio = (total liabilities — accounts payable to brokerage customers — proceeds from underwriting
securities received on behalf of customers)/(total assets — accounts payable to brokerage customers — proceeds
from underwriting securities received on behalf of customers).
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Differences between the Pro Forma Financial Information of the Enlarged Group in
accordance with the CASBE and the IFRS

For the purpose of illustrating the financial effects of the Proposed Merger, Guotai Junan
Securities prepared the pro forma financial information of the Enlarged Group under the IFRS
in accordance with Rule 4.29 of the Hong Kong Listing Rules, and the pro forma consolidated
financial statements of the Enlarged Group under the CASBE pursuant to the requirements in
the Standards on the Contents and Formats of Information Disclosures by Companies Publicly
Offering Securities No.26 — Material Asset Restructuring of Listed Companies (/%517 #52
2 A5 SRR A 2 B eI 2B 26 98— T A RJE R & A B 4H) issued by the CSRC. To
ensure that equivalent information with reference value is being made available to both A
shareholders and H shareholders of Guotai Junan Securities and Haitong Securities and for the
purpose of providing information with reference value to the H shareholders and potential
investors of Guotai Junan Securities and Haitong Securities in relation to the financial effect
of the Proposed Merger, the pro forma consolidated financial statements of the Enlarged Group
prepared under the CASBE are also included in the section headed “Unaudited Pro Forma
Financial Information of the Enlarged Group” in Appendix III to this Joint Circular.

There are no material differences in accounting treatment between the CASBE and the
IFRS. The pro forma financial information of the Enlarged Group prepared in accordance with
Rule 4.29 of the Hong Kong Listing Rules is as if the Proposed Merger had taken place on 31
December 2023, whereas the pro forma consolidated financial statements of the Enlarged
Group under the CASBE is prepared as if the Proposed Merger had been completed on 1
January 2023. The differences between the pro forma net assets as at 31 December 2023
disclosed in accordance with Rule 4.29 of the Hong Kong Listing Rules and the CASBE are
mainly due to the different bases used in compiling the respective pro forma financial
information, details of which are set out in Section A and Section C of the Appendix III,
respectively.

8. IMPACT OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT
ON THE SHAREHOLDING STRUCTURES OF GUOTAI JUNAN SECURITIES,
HAITONG SECURITIES AND POST-MERGER COMPANY

The shareholding structures of Guotai Junan Securities and Haitong Securities as at the
Latest Practicable Date and prior to the Proposed Merger are as follows:

Total Number

Number of Percentage of Number of Percentage of of Issued
A Shares A Shares H Shares H Shares Shares

Guotai Junan
Securities 7,511,903,440 84.37% 1,391,827,180 15.63%  8,903,730,620
Haitong Securities 9,654,631,180" 73.90%  3,409,568,820 26.10% 13,064,200,000

Note:

(1)  Including 77,074,467 treasury Haitong A Shares, which will be exchanged for Guotai Junan Shares
under the Share Exchange and the Proposed Merger.
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Assuming that other than in relation to the Proposed Merger and Proposed Placement,
there will be no change to the shareholding structure of the Post-Merger Company, the
shareholding structure of the Post-Merger Company immediately after the Closing Date will be

as follows:

Total Number
Number of Percentage of Number of Percentage of of Issued
A Shares A Shares H Shares H Shares Shares

Guotai Junan Shares in

issue prior to the

Proposed Merger 7,511,903,440 84.37% 1,391,827,180 15.63%  8,903,730,620
Guotai Junan Shares in

issue after the Share

Exchange under the

Proposed Merger 13,497,714,772 79.38%  3,505,759,848 20.62% 17,003,534,620
Proposed Placement

(to occur

concurrently with

the Share

Exchange)" 626,174,076 100.00% - 626,174,076

Total issued shares of
the Post-Merger
Company 14,123,948,848 80.11%  3,505,759,848 19.89% 17,629,708,696

Note:
(1)  Assuming 626,174,076 Placement A Shares will be issued under the Proposed Placement.

The Proposed Merger constitutes a material asset restructuring of both Guotai Junan

Securities and Haitong Securities under the Administrative Measures for Restructuring.
9. ARRANGEMENTS FOR EMPLOYEES UNDER THE PROPOSED MERGER

Following Closing, the employment contracts of all employees of Guotai Junan Securities
(including those of its branches and business departments) will continue with the Post-Merger
Company and the employment contracts of all employees of Haitong Securities (including
those of its branches and business departments) will be assumed by and continue with the

Post-Merger Company.
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10. REASONS AND BENEFITS OF THE PROPOSED MERGER AND THE
PROPOSED PLACEMENT

Proposed Merger
(I) Background

1. Accelerate the building of China into a financial powerhouse and creating ‘strong and

powerful financial institutions’

China is at a pivotal stage of building itself into a great country and advancing the path
of its people’s rejuvenation towards modernisation with Chinese characteristics, by promoting
new growth drivers and high-quality development. Under the Chinese path towards
modernisation, the Chinese capital market continues to reform and is playing an increasingly
important role in optimising resources allocation, driving rapid economic development,
promoting long-term social stability, and supporting technological innovation.

In October 2023, the Central Financial Work Conference stressed the importance of the
capital market from a top-level perspective and put forward the goal of accelerating the work
of building China into a financial powerhouse, with the emphasis of the unwavering steadfast
development of such with Chinese characteristics. Such financial powerhouse should
encompass a series of core key financial elements, including being in possession of ‘strong and
powerful financial institutions’. A strong and powerful financial institution is not only the
cornerstone and supporting force of high-quality economic growth within the society, but is
also an important vehicle in maintaining the stability of financial markets and enhancing the
comprehensive capabilities of the country. Through the creation of strong and powerful
financial institutions, Chinese modernisation can be realised through developing high-quality
financial services servicing the new open economy, bringing forth efficient incremental rights
to global resources allocation, pricing power in the financial markets, governance in the
international financial markets, influence in financial theories and servicing higher levels
within the new open economy.

2. Continuously push forward the development of Shanghai as an international financial

centre and bringing forth a new stage of elevated capabilities

In 2009, the State Council issued the Opinions of the State Council on Facilitating
Shanghai in Accelerating the Development of Modern Service Industry and Advanced
Manufacturing Industry to Build an International Financial Centre and International Shipping
Centre ( CBRTAHMEMLE L1 I bRk e 3 AUIR 5 S A0 o 7k 26 i s o] 0 <5l oo R e8] PR 228 v
M & ) ), stipulating the development of Shanghai into an international financial centre as a
national initiative. The Central Financial Work Conference in 2023 clearly put forward the goal
of “enhancing the competitiveness and influence of Shanghai as an international financial
centre”. In 2024, the third plenary session of the 20th Central Committee of the Communist
Party of China adopted A Resolution of the Central Committee of the Communist Party of
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China on Further Deepening Reform Comprehensively to Advance Chinese Modernisation
( Crprarpoo B A — 20 2 T RA L O A B X BRAA L Y R 72 ) ), bringing forth the goal of

‘accelerating the establishment of Shanghai as an international financial centre’.

After years of unremitting efforts, significant progress has been made in developing
Shanghai into an international financial centre. Shanghai has been built into an international
financial centre commensurate with China’s economic strength and the international status of
the RMB. Firstly, the landscape of the financial market has been improving, and the core
function of the financial centre has been continuously enhancing; secondly, the financial
reform and opening-up has been further promoted, providing strong support for the
development of the real economy; thirdly, the role of the hub and gateway for opening-up of
the financial sector has become more prominent, and international connectivity has been
continuously expanded; fourthly, the financial operation and business environment have been
optimised, and the influence of the financial centre has been significantly enhanced. As of now,
Shanghai is continuously optimising its financial markets ecosystem, including that of its
products, institutions and infrastructure facilities. The merger and reorganisation of first-class
investment banks to create a world-class top-tier investment bank will effectively support
Shanghai as an international finance hub to develop and progress towards a new stage with

elevated capabilities.

3. Policies support large financial institutions to become better and stronger, and the

industry ushers in historic development opportunities

The Central Financial Work Conference proposed to ‘cultivate first-class investment
banks and investment institutions’ and ‘support large state-owned financial institutions to be
better and stronger’. In March 2024, the CSRC issued “Opinions on Strengthening the
Supervision of Securities Companies and Public Funds to Accelerate the Building of First-class
Investment Banks and Investment Institutions (Trial)” ( B INGE 35S G 234 B4
TR B — A E SR T AR B AR B L (1T)) ), proposing to form two to three
internationally competitive and market-leading investment banks and investment institutions
by 2035. In April 2024, the State Council issued “Several Opinions on Strengthening
Regulation and Preventing Risks and Promoting the High-quality Development of the Capital
Market” ( CEA N5 B 5 By 4R g B B A i B m B 3 R T & L) ), which proposes
to promote the high-quality development of securities and fund institutions, support leading
institutions to improve their core competitiveness through mergers and acquisitions,
organizational innovation and other methods, and encourage and guide top players to further
consolidate listed companies in the industry value chain based on their core businesses. In
September 2024, the CSRC issued “Opinions on Deepening the Reform of the Market for
Acquisitions and Reorganizations of Listed Companies” ( <+ B 75 5 & B it AL b i 2 w4
MG UCEE R ), stating ‘support of mergers and acquisitions of listed securities
companies to elevate their core competitiveness and accelerate the development of first-class

investment banks’.
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The Chinese capital markets are equipped with an investor base that is globally most
active and largest in scale, with enormous market potential and broad room for development.
The combination of leading institutions within the industry through mergers and acquisitions
to become better and stronger will drive and recalibrate the competitive landscape of the
industry, generating 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 financing. This will help better establish strategic positioning across
the ‘five key chapters’ of technology finance, green finance, inclusive finance, pension finance
and digital finance and capture unprecedented development opportunities.

(II) Purpose

1. Combination of top players to seize the opportunities of time and accelerate the

development of a world-class investment bank

Both Guotai Junan Securities and Haitong Securities are large comprehensive financial
institutions, with leading positions in capital scale, profitability and comprehensive
capabilities. Both institutions have played an important role in promoting financial market
reform and opening-up as well as serving the real economy. They are important players in
building China into a ‘financial powerhouse’.

The Proposed Merger will consolidate the top players. Following so, the Post-Merger
Company will set foot on the quality foundations of the high degree of openness, economic
vitality, abundant resources across industries and solid strengths within technological
innovation of Shanghai to optimise the infrastructure and human resources within the financial
market. Simultaneously, the Post-Merger Company shall fully rely on its industry-leading
advantage, actively capturing policy-driven opportunities and optimise the supply side of the
financial market to better promote its capabilities as the ‘service provider’ of direct financing,
the ‘gatekeeper’ of the capital market and the ‘manager’ of social wealth, injecting momentum
to the innovation and development of capital market and securities industry. The Proposed
Merger will help the Post-Merger Company accelerate its transformation into an investment

bank with international competitiveness and market influence.

2. Reinforce complementary advantages and enhance core functionality to fully establish
leading core competitiveness

Upon completion of the Proposed Merger, the Post-Merger Company will achieve
complementary advantages by integrating and optimising the superior resources of Guotai
Junan Securities and Haitong Securities, including their respective customer, assets, talent,
branding and shareholder resources. The Post-Merger Company will build comprehensive and
balanced business divisions to further reinforce core capabilities, take advantage of its scale
and synergies in an effort to seize market opportunities, increase market share, consolidate its

dominant position and establish a fully leading core competitiveness.
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In addition, the Post-Merger Company will integrate the respective capabilities and
experience of Guotai Junan Securities and Haitong Securities in digital technology, compliance
and risk control, which will bring forth more professional leading core technologies and
concentrated and efficient operating systems, as well as a more sound and comprehensive
compliance and risk management system. This will strengthen the innovation and risk
resistance capabilities of the Post-Merger Company, improving quality and efficiency through
digitalization and intelligence empowerment, and build a solid bottom line of financial
security.

3. Optimise layout, benchmark against world-class standards with active participation in

global competition and resource allocation

The Post-Merger Company will improve its international layout with the establishment of
a comprehensive global financial services network covering Shanghai, Hong Kong, Macau,
Singapore, New York, London, Tokyo, Mumbai and other major global capital markets, with
coverage spanning across developed markets including that of North America and Europe, as
well as emerging markets including that of Asia and Latin America.

The Post-Merger Company will comprehensively enhance its cross-border and global
integrated capabilities in financial services, improving the linkage between its domestic and
overseas businesses, resources and markets, so as to better participate in global competition
and resource allocation on behalf of the Chinese financial industry in the global financial arena.
This will help provide high quality global wealth management, investment management and
cross-border financing services for global retail, corporate and institutional customers, striving
to become a world-class investment bank that can meet various cross-border financing and
global assets allocation demands from customers.

Proposed Placement

Since the CSRC put forward the concept of strengthening the supervision of capital
market in 2024, multiple regulatory policies have been rolled out which set a clear goal to
strengthen capital market regulation, guard against risks and promote the high-quality
development of capital market after the introduction of the new “National Nine Guidelines”.
For securities firms, capital strength is a key driver to develop capital business, improve their
ability to serve the real economy, and build core competitiveness. With the Proposed
Placement, the Post-Merger Company aims to build up its capital base, enhance capital
strength, seize the growth opportunity in the capital market as well as the securities industries,
and build differentiated competitiveness to seize strategic opportunities for the company to
grow and compete.

Meanwhile, the Proposed Placement can help strengthen the capability of the Post-Merger
Company to mitigate risks. With the rapid and innovative development of different businesses
among securities firms, there is a growing requirement for securities firms to manage risks.
Sufficient capital base plays a critical role to protect against various risks, as the most effective
tool. Abundant capital base can provide essential and critical buffer to guard against potential
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losses caused by various risks, including market risks, transaction risks, information
technology risks and operational risks, and support high quality and sustainable growth. It is
considered that the Proposed Placement will replenish cash flow of the Post-Merger Company
after the Proposed Merger and can strengthen the financial position of the Post-Merger
Company and provide additional funding for its business operations and future development.

Placing of new shares is a common approach as ancillary financing activity to a material
asset restructuring transaction. Pursuant to the Administrative Measures for Restructuring, a
listed company may raise supporting funds in parallel at prices that satisfy relevant provisions
should the listed company purchases assets by way of issuance of consideration shares. Further,
based on the Shanghai Stock Exchange’s Spokesperson Answered Reporters’ Questions
Regarding the Optimisation of Refinancing Regulations ( € 3¢ Bl & & Nt BAb i i g
BLYEMBE AT E M) ) published on the SSE’s website, SSE strictly restricted re-
financing activities (including public issuance/rights issue and non-public issuance) of listed
issuer with certain circumstances. For example, where the closing price of A shares of a listed
issuer on any trading day during the 20-trading-day period immediately prior to date of board
meeting for re-financing proposal or the commencement of issuance is lower than the net asset
value per share for the latest financial year or the latest financial report period of the listed
issuer, re-financing activities would be restricted unless all subscribers in the re-financing
activities can be confirmed on the board meeting for re-financing of the listed issuer (such
subscribers would be controlling shareholders, de facto controller or strategic investors) (the
“Excluded Circumstance”). The subscription by the Subscriber (as a controlling shareholder
of Guotai Junan Securities under the SSE Listing Rules) in the Proposed Placement is
permissible notwithstanding that the closing price of Guotai Junan A Shares for each of the
trading day during the 20-trading-day period immediately prior to the Guotai Junan Board
meeting on 9 October 2024 approving the Proposed Merger was lower than the latest audited
net asset value per Guotai Junan Share as the Proposed Placement falls under the Excluded
Circumstance.

The Proposed Placement also demonstrated Shanghai International’s (being the
controlling shareholder of Guotai Junan Securities and the sole shareholder of the Subscriber)

confidence in the prospects of the Post-Merger Company.

In summary, the Proposed Placement will help the Post-Merger Company to proactively
capture strategic opportunities in the capital market, further consolidate the capital strength and
resources, and improve its competitive strength and ability to serve the real economy, to
support financially strong country and meet the new requirements introduced by the regulation
under the current circumstances.
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11. BUSINESS STRATEGIES, STRATEGIC OBJECTIVES AND SPECIFIC
MEASURES OF THE POST-MERGER COMPANY

Following Closing, the Post-Merger Company will implement a series of measures to
establish a new corporate governance and management structure, development strategy and
corporate culture in accordance with Applicable Laws and the specific circumstances of the
Proposed Merger in order to fully utilise its management abilities and achieve synergies for the
business of the Post-Merger Company. Through the Proposed Merger, Guotai Junan Securities
and Haitong Securities will achieve complementary advantages from the powerful combination
and accelerate the development of a first-class investment bank with international
competitiveness and market influence:

(1) Accelerate the development of a first-class investment bank through
consolidating top players and seizing opportunities: the Post-Merger Company
will give full play to the advantages of two large comprehensive securities
companies, and set foot on the quality foundations of the high degree of openness,
economic vitality, abundant resources across industries and solid strengths within
technological innovation of Shanghai to better seize the policy opportunities arising
from the development of Shanghai into an international financial centre and the
comprehensive and the further reform of the capital market, and accelerate the
development of a first-class investment bank.

(2) Expedite the enhancement of core capabilities through complementary
advantages and in-depth integration: the Post-Merger Company will
comprehensively integrate the customer networks, business licenses, workforce and
digital platforms. Based on the in-depth complementarity of aspects such as business
qualifications and resource capabilities of both parties, the Post-Merger Company
will fully take advantage of its scale, brand and synergies delivered by the
integration, consolidate and further expand its dominant position and establish a
fully leading core competitiveness.

(3) Expand layout in a prospective manner and further opening up, and accelerate
the entry into the global market: the Post-Merger Company will improve its
international layout with a more open mind, and comprehensively enhance its
cross-border financial and global integrated capabilities in financial services. By
strengthening the linkage between the domestic and overseas businesses and
integrating and connecting domestic and international markets and resources, the
Post-Merger Company will better participate in global competition and resource
allocation in the world’s financial platform, and accelerate the achievement of
global development.
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4)

Unify planning, improve efficiency, and accelerate economies of scale: The
Post-Merger Company will, having considered corporate governance requirements,
overall business goals and strategic planning, integrate management and control of
business, assets, finance, personnel, establish a unified financial management
system, optimise the internal control system, promote the operational management
and improve operating efficiency.

12. FINANCIAL AND TRADING PROSPECTS AND BUSINESS OUTLOOK OF THE
POST-MERGER COMPANY

Guotai Junan Securities and Haitong Securities are both among the comprehensive

securities companies with the longest history and the largest scale in the PRC securities

industry, each with its own strengths and characteristics in terms of operation and management.

It is expected that after the Proposed Merger, the Post-Merger Company will take the lead in

terms of capital strength, customer base, domestic and overseas network layout, comprehensive

business capabilities, and international competitiveness in the world.

(1)

(2)

More robust and efficient use of capital. The Post-Merger Company will lead to
a stronger and more balanced balance sheet. As stated in “Unaudited Pro Forma
Financial Information of the Enlarged Group” in Appendix III to this Joint Circular
prepared for the purpose of illustrating the financial effects of the Proposed Merger,
assuming that the Proposed Merger had been completed on 31 December 2023, the
unaudited consolidated total assets of the Post-Merger Company would have
reached RMB1,614.3 billion. The proceeds from the Proposed Placement in the
amount up to RMBI10 billion will further enhance its capital strength. The more
balanced asset structure will also enable the Post-Merger Company to have a
stronger risk tolerance and is expected to have a higher efficiency in the use of
capital. In addition, the Post-Merger Company is expected to leverage on the
optimisation of risk control indicators as a result of its high regulatory rating, and
hence to improve the efficiency of capital utilisation through more proactive and

more robust asset allocation.

More professional and comprehensive services capabilities. Through the in-depth
complementarity of aspects such as business qualifications, professional capabilities
and resources, the Post-Merger Company can significantly consolidate and further
enhance its advantages in professional and comprehensive services. In terms of
wealth management, the Post-Merger Company has significant leading advantages
in the securities and futures brokerage and credit business, and the stronger
investment advisory teams and asset allocation capabilities are expected to drive the
continuous and steady growth of the scale of wealth management. In terms of
investment banking, based on a simple total of the amount of proceeds raised in the
initial public offerings on the A-share stock exchanges in 2023, the initial public
offering underwriting and the Science and Technology Innovation Board-related
business capability of the Post-Merger Company ranks first in the industry. The
Post-Merger Company is expected to continue to increase its market share by

—70 -



TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE PROPOSED PLACEMENT

(3)

4)

leveraging on its stronger brand influence and industrial capabilities. In terms of
institution and trading business, the public and private offering service
capabilities of the Post-Merger Company will be enhanced significantly, and the
derivatives business will be strengthened comprehensively. Equipped with
complementary licenses and strengthened capabilities, the Post-Merger Company is
expected to consolidate the comprehensive service advantages, further expand its
ecosystem of institutional clients and increase its overall business scale and rate of
return. In terms of asset management business, the Proposed Merger will allow the
two companies to complement each other’s advantages in terms of customers,
licenses, products and services, and the stronger customer base, more
comprehensive business qualifications and enriched products and services will
further enhance the asset management scale and contribution of this business
segment. In terms of international business, the Post-Merger Company will
become a securities firm with the widest overseas presence among its peers in the
PRC. The improved network layout in combination with its advantages in
cross-border business and management will further enhance its global

comprehensive financial service capabilities.

The Post-Merger Company will take the lead in digital technology. Post-Merger
Company will take the lead in digital technology. Through more advanced
information technology infrastructure, more professional customer platforms, and
more cutting-edge digital intelligence applications, the Post-Merger Company can
realise the full capabilities of the leading data accumulation, rich application
scenarios and cutting-edge technology innovations of the two companies, thereby
enhancing the customer service experience, optimising the business models, and
leading the industry’s digital technology development.

More robust compliance culture of the Post-Merger Company. Guotai Junan
Securities is the only company in the industry to be awarded the highest AA
regulatory rating in A class for 17 consecutive years, and has continued to be
selected into the “white list”, and has received the highest rating in the assessment
of industry culture building practices for four consecutive years. The Post-Merger
Company will continue to maintain an excellent compliance and risk control rating
by sharing and co-constructing the industry’s best compliance and risk control

practices.
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(5) More intensive and efficient operation and management of the Post-Merger
Company. The Post-Merger Company will achieve more efficient back-office
management through measures such as leveraging the economies of scale, and
improving the efficiency in the use of fixed assets. It will also achieve more
effective cost control by reducing operating costs through integrating IT and other
resources, and reducing financing costs based on high credit ratings. In addition, the
Post-Merger Company is expected to be equipped with more management talents
and key business staff with rich industry experience, outstanding professional ability
and international backgrounds, and it will further strengthen the efforts for selection
and utilisation of international, digital and inter-disciplinary talents, so as to lay a
solid foundation for the Post-Merger Company to become a first-class investment
bank.

13. ARRANGEMENTS FOR IMPLEMENTATION OF THE MERGER AGREEMENT

Pursuant to the Merger Agreement, Guotai Junan Securities will apply to the Hong Kong
Stock Exchange for the listing of and permission to deal in the Guotai Junan H Shares to be
issued under the Proposed Merger, which will be implemented upon approval by the Hong
Kong Stock Exchange.

Upon satisfaction of all the Conditions to the Proposed Merger, Haitong Securities will
(i) apply to the Hong Kong Stock Exchange for a voluntary withdrawal of the listing of Haitong
H Shares from the Hong Kong Stock Exchange pursuant to Rule 6.15 of the Hong Kong Listing
Rules, which is subject to the requirements under Chapter 6 of the Hong Kong Listing Rules
and the approval of the Listing Committee of the Hong Kong Stock Exchange; and (ii) apply
to the SSE for a voluntary withdrawal of the listing of Haitong A Shares from the SSE pursuant
to the SSE Listing Rules, which is subject to the approval of the SSE.

Haitong Securities will issue separate announcement(s) notifying Haitong H Shareholders
of the proposed withdrawal of listing, the exact dates and relevant arrangements for the last day
for dealing in Haitong H Shares on the Hong Kong Stock Exchange as well as when the formal

delisting of the Haitong H shares will become effective.

The listing of the Haitong H Shares on the Hong Kong Stock Exchange will not be
withdrawn if the Proposed Merger is not approved or is terminated or does not become

unconditional for any reason.

14. REGISTRATION AND DELIVERY OF GUOTAI JUNAN SHARES TO BE ISSUED
PURSUANT TO THE PROPOSED MERGER

Haitong Share-Exchange Shareholders shall receive Guotai Junan Shares in accordance
with the Exchange Ratio. Pursuant to the requirements under Rule 20.1 of the Takeovers Code,
the Share Exchange is required to be completed within 7 business days after all the Conditions
are satisfied or waived (as applicable). As Guotai Junan Shares and Haitong Shares are listed
on the SSE and the Hong Kong Stock Exchange, the Proposed Merger and the Proposed
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Placement are contingent upon meeting the regulatory and settlement process requirements, as
well as ensuring mutual coordination for the listing of the newly issued Guotai Junan A Shares
on the SSE and Guotai Junan H Shares on the Hong Kong Stock Exchange. After all the
Conditions are satisfied or waived (as applicable), Qualified Guotai Junan Dissenting
Shareholders and Qualified Haitong Dissenting Shareholders are entitled to declare and
exercise the cash put options pursuant to PRC regulatory requirements. Thereafter, the issuance
of Placement A Shares under the Proposed Placement will be undertaken concurrently with the
Share Exchange. Guotai Junan Securities has been using its best endeavours to expedite the
progress of the Share Exchange as soon as practicable. Notwithstanding this, in light of the
aforementioned complexity of the procedures involved which are subject to regulatory
procedures and coordination among different parties involved in the settlement process, it is
expected that the Share Exchange will occur on a date which will be no more than 30 business
days after the satisfaction or waiver of all Conditions. As such, Guotai Junan Securities has
applied to the Executive for a waiver from strict compliance with Rule 20.1 of the Takeovers
Code for the Proposed Merger, and the Executive has indicated that it is minded to grant such
consent.

The Guotai Junan Shares to be received by Haitong Share-Exchange Shareholders shall
be calculated in accordance with the Exchange Ratio and paid in full in accordance with the
terms of the Merger Agreement irrespective of any lien, set-off right, counter-claim or other
similar right that Guotai Junan Securities is entitled to or claims to be entitled to by way of
other means against such Haitong Share-Exchange Shareholders.
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Dear Sir or Madam,

1.

Registered Office:

No. 618, Shangcheng Road

China (Shanghai) Pilot Free-Trade Zone
Shanghai

PRC

Principal Place of Business
in Hong Kong:

40th Floor

Dah Sing Financial Centre

No. 248 Queen’s Road East

Wanchai

Hong Kong

22 November 2024

(1) PROPOSED MERGER AND SHARE EXCHANGE OF
GUOTAI JUNAN SECURITIES AND HAITONG SECURITIES;

(2) MAJOR TRANSACTION AND SPECIFIC MANDATE

FOR GUOTAI JUNAN SECURITIES TO ISSUE A SHARES AND H SHARES
FOR THE PROPOSED MERGER;
(3) CONNECTED TRANSACTION AND SPECIFIC MANDATE FOR

THE CONCURRENT ISSUANCE OF A SHARES BY GUOTAI JUNAN SECURITIES
UNDER THE PROPOSED PLACEMENT;

(4) NOTICE OF THE GUOTAI JUNAN EGM

INTRODUCTION

Guotai Junan Securities and Haitong Securities entered into the Cooperation Agreement

on 5 September 2024 in relation to the Proposed Merger. Further to the Cooperation

Agreement, on 9 October 2024, Guotai Junan Securities and Haitong Securities entered into the
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Merger Agreement with respect to the Proposed Merger which sets forth detailed terms and
conditions for implementing the Proposed Merger. Guided by the principles of combining the
strengths of two well-recognised and renowned businesses in the sector, achieving synergies
and implementing a merger of equals, Guotai Junan Securities and Haitong Securities are
proposing to merge by way of absorption and a share-for-share exchange. Through the
Proposed Merger, Guotai Junan Securities and Haitong Securities are committed to enriching
the advancement of the financial system and services of China and the promotion of Shanghai’s
strategic role as an international financial centre, and becoming a global leader in terms of
strategic capabilities, professionalism, corporate governance, compliance, risk management,
talents and industry culture, by benchmarking with international peers. Upon implementation,
the Proposed Merger will take the form of a merger by absorption by Guotai Junan Securities
issuing, on the basis of a single Exchange Ratio, Guotai Junan A Shares and Guotai Junan H
Shares to all the holders of Haitong A Shares and Haitong H Shares, respectively, in exchange
for all of the issued shares of Haitong Securities. To raise ancillary fundings to increase the
capital, support the development for business lines of the Post-Merger Company and replenish
the working capital, the Proposed Placement will be undertaken concurrently with the Share
Exchange.

Upon Closing, the Post-Merger Company will assume all assets, liabilities, businesses,
employees, contracts, qualifications and all other rights and obligations of Haitong Securities.
Following Closing, the Post-Merger Company will adopt a new company name and will
implement a series of measures to establish a new corporate governance and management
structure, development strategy and corporate culture in accordance with Applicable Laws and

the specific circumstances of the Proposed Merger.

The purpose of this Joint Circular is to provide you with, amongst other things:

(a) further details of the Merger Agreement, the Proposed Merger and other matters in
relation to the Proposed Merger;

(b) relevant information in relation to the Post-Merger Company;

(c) further details in relation to the grant of a specific mandate to the Guotai Junan
Board for the issue of Guotai Junan A Shares and Guotai Junan H Shares for the

Proposed Merger and the Proposed Placement;

(d) a letter of advice issued by the Guotai Junan IFA to the Guotai Junan IBC and the
Independent Guotai Junan Shareholders in respect of the Proposed Placement;

(e) recommendations and advice from the Guotai Junan IBC in respect of the Proposed
Placement; and

(f) a notice for the Guotai Junan EGM to be convened to consider and, if thought fit,
approve the Merger Agreement, the Proposed Merger, the Proposed Placement and
the relevant arrangements.
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2. TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE
PROPOSED PLACEMENT

Key terms and information of the Proposed Merger and the Proposed Placement are set
out in the section headed “Terms and Information of the Proposed Merger and the Proposed
Placement” in this Joint Circular, which forms part of this letter. This letter should be read in
conjunction with the full text of the section headed “Terms and Information of the Proposed
Merger and the Proposed Placement” in this Joint Circular.

3. RESOLUTIONS AT THE GUOTAI JUNAN EGM IN RELATION TO THE
PROPOSED MERGER AND THE PROPOSED PLACEMENT

Guotai Junan Board has resolved to propose at the Guotai Junan EGM to approve the
proposals of the Proposed Merger and the Proposed Placement, details of which are set out
below:

(1) To consider and approve that the Proposed Merger and the Proposed Placement have
complied with the requirements of the relevant laws and regulations in relation to
the material asset restructuring of listed companies pursuant to the PRC Company
Law, the PRC Securities Law, the Administrative Measures for Restructuring, the
Administrative Measures for the Registration of Securities Offering by Listed
Companies, the Guideline No. 9 for the Regulation of Listed Companies —
Regulatory Requirements for Listed Companies’ Planning and Implementation of
Material Asset Restructurings, the Guideline No. 6 of Shanghai Stock Exchange for
Self-Regulation Rules for Listed Companies — Material Asset Restructuring, the
Rules of the Shanghai Stock Exchange on Review of Material Asset Restructuring
of Listed Companies and the requirements of relevant laws and regulations.

(2) To consider and approve the proposal of the Proposed Merger and the Proposed
Placement and related transaction:

Details of the Proposed Merger

(a) Parties to the Proposed Merger: Guotai Junan Securities and Haitong
Securities.

(b) Method of the Proposed Merger: the Proposed Merger will be implemented
by Guotai Junan Securities merging with Haitong Securities by way of
absorption and a share-for-share exchange, namely: Guotai Junan Securities
will issue Guotai Junan A Shares to the Haitong Share-Exchange Shareholders
holding A shares and Guotai Junan H Shares to the Haitong Share-Exchange
Shareholders holding H shares; Guotai Junan Securities will apply to have the
Guotai Junan A Shares and Guotai Junan H Shares to be issued under the
Proposed Merger listed and traded on the SSE and the Hong Kong Stock
Exchange, respectively; and the Haitong A Shares and Haitong H Shares will
be cancelled and Haitong Securities will be delisted.
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(c)

(d)

(e)

()

(2)

(h)

Class and par value of the Guotai Junan Shares to be issued upon Share
Exchange: Guotai Junan Securities will issue Guotai Junan A Shares (with a
RMB denominated par value of RMB1.00 each) to the Haitong Share-
Exchange Shareholders holding A shares; and Guotai Junan H Shares (with a
RMB denominated par value of RMB1.00 each) to the Haitong Share-
Exchange Shareholders holding H shares.

Share Exchange targets and Record Date for Share Exchange: the targets
of the Share Exchange are all registered Haitong Shareholders on the register
of shareholders after market closes on the Record Date for Share Exchange. As
at the Record Date for Share Exchange, Haitong A Shares and Haitong H
Shares held by those Haitong Shareholders who have not declared, have
partially declared, have been ineligible to declare or have invalidly declared
the exercise of the Haitong Put Option, and Haitong A Shares and Haitong H
Shares held by the Haitong Put Option Provider(s) following their provision of
the Haitong Put Option will be exchanged into Guotai Junan A Shares and
Guotai Junan H Shares issued for Proposed Merger based on the Exchange
Ratio.

Exchange price and Exchange Ratio: After deducting the Guotai Junan 2024
Interim Dividend and Haitong 2024 Interim Dividend from the Market
Reference Prices respectively, the exchange price of Guotai Junan A Shares is
RMB13.83 per share and the exchange price of Haitong A Shares is RMB8.57
per share, which leads to the Exchange Ratio of 0.62:1 (rounded to two decimal
places); and the exchange price of Guotai Junan H Shares is HK$7.73 per share
and the exchange price of Haitong H Shares is HK$4.79 per share, being the
Exchange Ratio multiplied by the exchange price of Guotai Junan H Shares.

Number of Guotai Junan Shares to be issued under the Share Exchange:
based on the Exchange Ratio, Guotai Junan Securities will issue 5,985,871,332
Guotai Junan A Shares and 2,113,932,668 Guotai Junan H Shares for the Share
Exchange.

Place of listing of the Guotai Junan Shares to be issued under the Share
Exchange: the Guotai Junan A Shares to be issued under the Share Exchange
will be listed and traded on the main board of the SSE; and the Guotai Junan
H Shares to be issued under the Share Exchange will be listed and traded on
the main board of the Hong Kong Stock Exchange.

Arrangements for Haitong Share-Exchange Shareholder who holds
Haitong Shares with Share Restrictions: for Haitong Shares that are subject
to pledges, freezing orders, or other legal restrictions on transfer, such Haitong
Shares will be converted into Guotai Junan Shares during the Share Exchange.
The pledge, freezing orders or other restrictions will continue to be effective
on the corresponding Guotai Junan Shares upon the Share Exchange. The

— 77 —



LETTER FROM GUOTAI JUNAN BOARD

(1)

)

(k)

@

(m)

treasury Haitong A Shares will be exchanged for Guotai Junan A Shares under
the Share Exchange and the Proposed Merger and will become treasury shares
of the Post-Merger Company upon Closing.

Protection mechanism for the interests of Guotai Junan Dissenting
Shareholders: to protect the interests of the Guotai Junan Shareholders,
Guotai Junan Put Options will be granted to the Guotai Junan Dissenting
Shareholders, details of which are set out in the paragraph headed “2. Terms of
the Proposed Merger — (3) Put Options and Dissenting Shareholders who
Exercise the Put Options” under the section headed “Terms and Information of
the Proposed Merger and the Proposed Placement” in this Joint Circular.

Protection mechanism for the interests of Haitong Dissenting
Shareholders: to protect the interests of the Haitong Shareholders, Haitong
Put Options will be granted to the Haitong Dissenting Shareholders, details of
which are set out in the paragraph headed “2. Terms of the Proposed Merger
— (3) Put Options and Dissenting Shareholders who Exercise the Put Options”
under the section headed “Terms and Information of the Proposed Merger and
the Proposed Placement” in this Joint Circular.

Disposal of creditors’ rights and debts involved in the Proposed Merger
and the Proposed Placement: Guotai Junan Securities and Haitong Securities
will comply with the relevant procedures relating to creditors’ notification and
announcement in accordance with the relevant laws and regulations. Guotai
Junan Securities and Haitong Securities will, in accordance with the requests
raised by their respective creditors within the statutory period, either make or
provide or cause a third party to make or provide, early repayment or guarantee
to its creditors for such indebtedness in accordance with relevant applicable
laws and regulations.

Transfer of assets: the ownership of all assets of Haitong Securities (including
but not limited to all land, real estate, trademarks, patents, software copyrights,
franchise rights, projects under construction and other assets) and the rights,
interests, liabilities and obligations related to it shall be enjoyed and borne by
the Post-Merger Company upon Closing.

Arrangements for employees: following Closing, the employment contracts
of all employees of Guotai Junan Securities (including those of its branches
and business departments) will continue with the Post-Merger Company and
the employment contracts of all employees of Haitong Securities (including
those of its branches and business departments) will be assumed by and
continue with the Post-Merger Company.
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(n)

(0)

Arrangements for Transitional Period: during the Transitional Period,
except for matters that have been agreed in writing in advance, have been, or
should have been known, to Guotai Junan Securities and Haitong Securities,
Guotai Junan Securities and Haitong Securities shall maintain stability in their
assets, businesses, employees and operations and operate independently in
accordance with their past practices and operating methods. Guotai Junan
Securities and Haitong Securities will not make any significant decisions that
are inconsistent with its ordinary course of business nor engage in any
activities that may give rise to significant debts, obligations, or liabilities, and
that may have a material adverse effect on their operations and financial
condition.

Arrangements for profit distribution and accumulated profits: save for the
Guotai Junan 2024 Interim Dividend and Haitong 2024 Interim Dividend,
before the Closing Date, Guotai Junan Securities and Haitong Securities shall
not undertake any ex-rights or ex-dividend actions such as distribution of
profits, conversion and capitalisation of reserves into share capital and rights
issues. Any accumulated profits of Guotai Junan Securities and Haitong
Securities which remain undistributed as at the Closing Date shall be shared for
the benefit of the new and existing shareholders of the Post-Merger Company
as a whole according to their shareholding ratio. After the Closing Date, the
Post-Merger Company will consider and make arrangements for decisions on
the profit distribution related matters by taking into account factors including
net profits for the year and cashflow requirements as a whole.

Details of the Proposed Placement

(a)

(b)

(c)

Fundraising amount under the Proposed Placement: up to RMB10 billion.

Class and par value of the Placement A Shares: the Placement A Shares are
A shares with a RMB denominated par value of RMB1.00 each.

Pricing basis, date of pricing and issue price of the Placement A Shares: the
date of pricing of the Placement A Shares is the date of the announcement of
the resolutions of the 28th extraordinary meeting of the sixth session of the
Board of Guotai Junan Securities. The issue price is determined on the basis
that it 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 pricing, and (b) the net asset value per share attributable to ordinary
shareholders of the parent company based on the audited consolidated financial
statements of the most recent financial year as at the date of the pricing. The
net asset value per share will be adjusted accordingly if there is an ex-rights or
ex-dividend event from the balance sheet date to the issue date. According to
such pricing basis, after deducting the Guotai Junan 2024 Interim Dividend and
Guotai Junan 2023 Final Dividend, the issue price has been set at a fixed price
of RMB15.97 per Placement A Share.
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(3)

4)

(d) Issuance targets and method of subscription of the Proposed Placement:
the Subscriber will subscribe for all the Placement A Shares in cash.

(e) Number of the shares to be issued under the Proposed Placement: up to
RMB10 billion and up to 626,174,076 Placement A Shares based on the issue
price which has been set at a fixed price of RMB15.97 per Placement A Share.

(f) Place of listing of the Placement A Shares: upon expiry of the lock-up period,
Placement A Shares will be listed and circulated on the main board of the SSE.

(g) Lock-up period for the Placement A Shares: the Placement A Shares
subscribed by the Subscriber pursuant to the Proposed Placement shall be
subject to a lock-up period of 60 months from the completion date of the issue
of the Placement A Shares, except for transfer permitted by applicable laws.
Any additional shares as a result of certain circumstances including bonus
issues or conversion of capital reserves into share capital shall also be subject
to the aforementioned lock-up period.

(h) Use of proceeds of the Proposed Placement: intended to be used for purposes
including international business, trading and investment business,
digitalisation and replenishing working capital (after deducting intermediaries’
fees, the transaction taxes and other expenses related to the Proposed Merger
and the Proposed Placement).

(i) Arrangements for profit distribution and accumulated profits: any
accumulated profits which remain undistributed prior to the completion of the
Proposed Placement shall be for the benefit of the new and existing
shareholders according to their shareholding after the Proposed Placement.

Effective period of the resolution

The resolution shall be effective for 12 months from the date of its approval by
the general meeting.

To consider and approve the MAR Report and its extract prepared in accordance
with the Administrative Measures for Restructuring, the Standards for the Contents
and Formats of Information Disclosure by Companies Offering Securities to the
Public No. 26 — Material Asset Restructurings of Listed Companies and other laws
and regulations requirements.

To consider and approve the execution of the Merger Agreement, which included
major terms including the Proposed Merger, the Share Exchange, the Guotai Junan
Put Option, the Haitong Put Option, the arrangements during the Transitional
Period, the disposal of debts involved in the Proposed Merger, the arrangement for
employees, Closing of the Proposed Merger, effectiveness and termination of the
Merger Agreement, liabilities for breach of the Merger Agreement, governing law
and dispute resolutions.
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(5)

(6)

(7

(&)

)

(10)

(11)

(12)

To consider and approve the execution of the Placement Subscription Agreement,
which included major terms such as the Proposed Placement, payment of issue price,
completion of the Proposed Placement, lock-up, effectiveness of the Placement
Subscription Agreement, and liabilities for breach of Placement Subscription

Agreement.

To consider and approve that the Proposed Merger and the Proposed Placement
constitute material asset restructuring of Guotai Junan Securities pursuant to the
2023 audit reports of Guotai Junan Securities and Haitong Securities and the deal
size of the Proposed Merger and the Proposed Placement.

To consider and approve that the Proposed Merger does not constitute a related
party/connected transaction of Guotai Junan Securities; while the Proposed
Placement constitutes a related party transaction of Guotai Junan Securities and a
connected transaction of Guotai Junan Securities under the Hong Kong Listing
Rules.

To consider and approve that the Proposed Merger and the Proposed Placement have
complied with the requirements under sections 11 and 43 of the Administrative

Measures for Restructuring.

To consider and approve that the Proposed Merger and the Proposed Placement have
complied with the requirements under section 4 of the Guideline No. 9 for the
Regulation of Listed Companies — Regulatory Requirements for Listed Companies’

Planning and Implementation of Material Asset Restructurings.

To consider and approve that the Proposed Merger and the Proposed Placement do
not constitute restructuring for listing under section 13 of the Administrative
Measures for Restructuring as there is no change in control of Guotai Junan
Securities as a result of the Proposed Merger and the Proposed Placement.

To consider and approve the completeness and compliance of the legal procedures
and the validity of the legal documents submitted with respect to the Proposed
Merger and the Proposed Placement.

To consider and approve that the relevant parties of the Proposed Merger and the
Proposed Placement do not fall under prohibition to participate in any material asset
restructuring of listed companies under section 12 under the Guideline No. 7 for the
Regulation of Listed Companies — Regulation of the Abnormal Trading of Stocks
Relating to the Material Asset Restructurings of Listed Companies and section 30
under the Guideline No. 6 of Shanghai Stock Exchange for Self-Regulation Rules
for Listed Companies — Material Asset Restructuring.
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(13)

(14)

(15)

(16)

(17

(18)

(19)

(20)

To consider and approve that the Proposed Merger and the Proposed Placement have
complied with section 11 of the Administrative Measures for the Registration of
Securities Offering by Listed Companies.

To consider and approve that there were no purchases or sales of assets that need to
be included in the cumulative calculation of relevant indicators for the Proposed
Merger and the Proposed Placement within the 12 months before the Proposed
Merger and the Proposed Placement.

To consider and approve the review report of the pro forma consolidated financial
statements of the Enlarged Group for the year ended 31 December 2023 and the nine
months ended 30 September 2024 issued by KPMG Huazhen LLP, and the assurance
report on the unaudited pro forma financial information of the Enlarged Group as at
31 December 2023 issued by KPMG in relation to the Proposed Merger and the
Proposed Placement.

To consider and approve the Orient Securities Valuation Report in relation to the
Proposed Merger and the Proposed Placement, prepared in accordance with the
Administrative Measures for Restructuring and other applicable PRC rules and
regulations, the full text of which is set out in the Material Information

Announcement published by Guotai Junan Securities.

To consider and approve the independence of Orient Securities as the valuer, the
reasonableness of the assumptions adopted and the relevance between the method
and purpose of valuation, and the fairness of the valuation.

To consider and approve the dilution of current returns, remedial measures and
undertakings from relevant entities in relation to the Proposed Merger and the
Proposed Placement, details of which are set out under paragraph headed “Dilution
of current returns, remedial measures and undertakings from relevant entities in
relation to the Proposed Merger and the Proposed Placement” below.

To consider and approve the Future Return Plan, details of which are set out under
paragraph headed “Future dividend plan for return to the shareholders for the
coming three years (2024-2026)” below.

To consider and approve the grant of authorisation at a general meeting to Guotai
Junan Board and its authorised person to exercise full powers to deal with matters
relating to the Proposed Merger and the Proposed Placement, details of which are set
out under paragraph headed “Authorisation by Guotai Junan EGM to Guotai Junan
Board and its authorised persons to exercise full powers to deal with matters relating
to the Proposed Merger and the Proposed Placement” below.
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2D

(22)

To consider and approve the grant of specific mandate at a general meeting to the
Guotai Junan Board to handle all matters in relation to the Share Exchange and the
issue of not more than 5,985,871,332 Guotai Junan A Shares and not more than
2,113,932,668 Guotai Junan H Shares in respect of the Proposed Merger.

To consider and approve the grant of specific mandate at a general meeting to the
Guotai Junan Board to handle all matters in relation to the Proposed Placement and
the issue of not more than 626,174,076 Placement A Shares in respect of the
Proposed Placement.

The aforesaid resolutions have been considered and approved by Guotai Junan Board and/

or supervisory committee of Guotai Junan Securities (as the case may be) on 9 October 2024

and 21 November 2024 respectively and are hereby proposed at the Guotai Junan EGM as

special resolutions for consideration and approval.

Authorisation by Guotai Junan EGM to Guotai Junan Board and its authorised persons

to exercise full powers to deal with matters relating to the Proposed Merger and the

Proposed Placement

Guotai Junan Board has resolved to propose that the Guotai Junan EGM authorises Guotai

Junan Board and agrees that Guotai Junan Board further authorises operational management to

exercise full powers to deal with all matters relating to the Proposed Merger and the Proposed

Placement. The specific terms of the authorisation are set out below:

(D

(2)

Pursuant to requests from relevant approval authorities and regulatory departments
for the Proposed Merger and the Proposed Placement and the actual situation of
Guotai Junan Securities, and on the condition of not going beyond the resolutions
passed at the Guotai Junan EGM, to make any necessary amendments and
adjustments to the proposal relating to the Proposed Merger and the Proposed
Placement (other than matters which are required under relevant laws and
regulations and Guotai Junan Articles to be re-voted on at the general meeting) and

enter into the relevant supplemental agreement (if required);

As for the matters relating to the Proposed Merger and the Proposed Placement, on
the condition of not going beyond the resolutions passed at the Guotai Junan EGM,
to handle all procedures such as reviews, registration, filing, approval, consent,
reporting, notification involved in the Proposed Merger and the Proposed
Placement; to prepare, sign, execute, amend, submit and complete all documents
related to the Proposed Merger and the Proposed Placement (including but not
limited to the agreement and filing documents of the Proposed Merger and the
Proposed Placement), and supplement and adjust the filed documents in accordance
with the requests from relevant approval authorities or regulatory departments; carry
all information disclosure matters related to the Proposed Merger and the Proposed
Placement; respond to the comments or enquiries from the relevant approval
authorities or regulatory departments; ratify such documents submitted, procedures
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3)

(4)

(5)

(6)

carried out and communication made with the relevant departments and bodies in
relation to the Proposed Merger and the Proposed Placement prior to the date on
which this resolution was approved; to make corresponding adjustments to the
exchange price and Exchange Ratio due to any ex-rights or ex-dividend actions
made to the Guotai Junan Shares during the period from the date of announcement
of the first board resolution approving the Proposed Merger and the Proposed
Placement and the Share Exchange Date and in accordance with the relevant laws
and regulations or provisions or requirements of the relevant regulatory bodies, and
to carry out the relevant procedures; confirm and execute the specific treatment of
converting the treasury shares of Haitong Securities to the treasury shares of the
Post-Merger Company in the Share Exchange in accordance with the relevant
provisions of the Applicable Laws;

Determine, announce and implement the implementation proposal for the Guotai
Junan Put Option of Guotai Junan Dissenting Shareholders during the merger by
absorption and share exchange under the Proposed Merger, and to make
corresponding adjustments to the exercise price of the Guotai Junan Put Option due
to any ex-rights or ex-dividend actions or the occurrence of any adjustment to the
right to have the shares acquired (if any) made to the Guotai Junan Shares between
the date of determining the exchange price and the Share Exchange Date and in
accordance with relevant laws and regulations or provisions or requirements of the
relevant regulatory bodies;

Based on the outcome of the Proposed Merger and the Proposed Placement, handle
the amendment to the relevant provisions of Guotai Junan Securities’ Articles, to
carry out the registration and filing procedures of the taxation, industry and
commerce and other competent departments involved, and handle the application for
the business qualifications and certificates (if necessary) required for the operation
due to the change of business scope, and handle all registration procedures necessary
for the transfer, delivery and update of assets, liabilities, businesses, interests,
employees and all other rights and obligations involved in the Proposed Merger and

the Proposed Placement, including execution of relevant legal documents;

Handle the execution and implementation of the protection plan of the interest of

creditor in the Proposed Merger and the Proposed Placement;

Based on the actual situation, determine all matters relating to the Proposed
Placement, such as the issuance size, issue price, pricing method, target and timing
of issuance, date of issuance, and specific arrangements on use of proceeds, and
make any necessary adjustment to the use of the Proposed Placement proceeds in
accordance with the requirements of national regulations and regulatory departments
and market conditions; adjust the issue price of the Proposed Placement due to any
ex-rights actions made to the Guotai Junan Shares between the date of
announcement of this board resolution and the issuance date;
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(7) Handle matters concerning the registration procedures with the securities
registration and settlement departments for shares to be issued by Guotai Junan
Securities due to the implementation of the Proposed Merger and the Proposed
Placement and the listing and circulation on the SSE and the Hong Kong Stock
Exchange;

(8) Engage intermediaries involved in the Proposed Merger and the Proposed
Placement, such as independent financial advisers, financial advisers, legal advisers,
auditors and valuation firms; and

(9) Carry out all actions and matters related to the implementation of the Proposed
Merger and the Proposed Placement on behalf of Guotai Junan Securities that

he/she/it considers necessary, relevant or appropriate.

The abovementioned authorisation shall be effective for 12 months from the date of its

approval by the general meeting.

Guotai Junan Shareholder who has a material interest in the Proposed Merger and/or the
Proposed Placement is required to abstain from voting on the relevant resolutions approving
the Proposed Merger and/or the Proposed Placement at the Guotai Junan EGM. Subsidiaries of
Guotai Junan Securities who are Guotai Junan Shareholders are required to abstain from voting
on all of the special resolutions. Haitong Securities and its subsidiaries who are Guotai Junan
Shareholders shall abstain from voting on the special resolutions regarding the Proposed
Merger (i.e. special resolutions numbered 1, 2.1 (with all sub-resolutions thereunder), 2.3, 3,
4, 6, 8 to 21). Shanghai International and its associates shall abstain from voting on the special
resolutions regarding the Proposed Placement (i.e. special resolutions numbered 2.2 (with all
sub-resolutions thereunder), 5, 7, and 22).

— 85 —



LETTER FROM GUOTAI JUNAN BOARD

Dilution of current returns, remedial measures and undertakings from relevant entities in
relation to the Proposed Merger and the Proposed Placement

A. Impact of the Proposed Merger and the Proposed Placement on the earnings per share
of the Post-Merger Company

According to Guotai Junan Securities’ audited financial statements for the year ended 31
December 2023, the unaudited and unreviewed financial statements for the nine months ended
30 September 2024, the unaudited pro forma consolidated financial statements of the Enlarged
Group (as disclosed in Section C of Appendix III to this Joint Circular), the changes in earnings
per share of the Post-Merger Company before and after the Proposed Merger as extracted from
Section C of Appendix III to this Joint Circular are shown in the following table:

Nine months ended Year ended
30 September 2024 31 December 2023
Before the After the Before the After the
Proposed Proposed Proposed Proposed

Merger Merger Merger Merger

Item (Actual) (Pro forma) (Actual) (Pro forma)
Operating revenue

(RMB hundred million) 290.01 416.11 361.41 590.56
Net profit (RMB hundred

million) 99.14 94.38 98.85 97.64
Net profit attributable to equity

holders of the company

(RMB hundred million) 95.23 86.58 93.74 106.76
Basic earnings per share

(RMB/share) 1.01 0.48 0.98 0.59
Diluted earnings per share

(RMB/share) 1.01 0.48 0.97 0.59

Note: Pro forma financial information in the above table has not considered impact of the proceeds from the
Proposed Placement.

The pro forma financial information disclosed above is prepared in accordance with under
the CASBE and the applicable PRC regulations but not for the purpose of compliance with the
relevant requirement and local market practice in Hong Kong.

On a post-transaction basis after the Proposed Merger and the Proposed Placement, the
current earnings per share of the Post-Merger Company will decrease, but the Post-Merger
Company’s business scale will largely increase, and its operating capability and risk tolerance
capability will be significantly enhanced.
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B. Measures in response to the dilution of current returns following the Proposed Merger
and the Proposed Placement

To safeguard the interests of the Guotai Junan Shareholders, Guotai Junan Securities
intends to take the following remedial measures to enhance the shareholders return capabilities
and in response to the risks of the dilution of current returns following the Proposed Merger
and the Proposed Placement:

1. Expediting merger and integration, giving full play to business synergies, and
improving the profitability of the Post-Merger Company

After the completion of the Proposed Merger, the Post-Merger Company will
accelerate the integration of the advantageous resources of Guotai Junan Securities and
Haitong Securities in terms of customer resources, market channels, talents, licenses,
information technology and business management, etc., actively optimise the business
structure, explore the synergy effect, achieve strong alliances and complementary
advantages, and effectively enhance its core competitiveness to accelerate the building of
a first-class investment bank. Through comprehensive and efficient resource integration,
the Post-Merger Company will significantly improve the quality and efficiency of the use
of various assets, and further consolidate and enhance capital strength, comprehensive
competitiveness, market influence and risk resistance, which will be conducive to
achieving balanced growth of various businesses, improving the profitability of the
Post-Merger Company, increasing the earnings per share, and improving the rate of
returns for shareholders.

2. Improving the refined management level of the Post-Merger Company and

strengthening cost control capabilities

After the completion of the Proposed Merger, the Post-Merger Company will
continue to improve its refined management level, strengthen cost control, reduce
operating costs, and enhance profitability. By optimising process mechanisms, improving
incentive assessments, and enhancing digital intelligence, the Post-Merger Company will
continue to improve operating efficiency and enhance the level of intensive development.
At the same time, the Post-Merger Company will further strengthen cost control, conduct
a comprehensive review of all types of expenses incurred in the process of business
development and management, and strengthen effective management and control before,
during, and after events to improve resource utilisation efficiency. In addition, the
Post-Merger Company will reasonably use various financing tools and channels to
optimise the capital structure, reduce capital costs, improve overall profitability, and
enhance shareholder return capabilities.
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3. Increasing compliance risk management capabilities that are compatible with the
development of the Post-Merger Company

The Post-Merger Company will, based on its business features and operational risks
level continue to build a professional and efficient compliance and risk management
system. By aligning with the needs of business and development, maintaining a dynamic
balance between business development and compliance risk management, and focusing
on effective risk prevention and control, it will provide all-round support and services for
business development in terms of risk identification and measurement, risk assessment
and decision-making, risk monitoring and management, and risk response and disposal,
and ensure measurable, controllable, and tolerable risks.

4. Strictly implementing the cash dividend policy to protect the interests of investors

The Post-Merger Company will strictly implement the cash dividend policy
stipulated in the articles of association in accordance with the relevant requirements such
as the Notice on Matters in relation to Further Implementing Cash Dividend of Listed
Companies, the Regulatory Guidelines No. 3 for Listed Companies — Distribution of Cash
Dividends of Listed Companies and Guideline No. 1 of Shanghai Stock Exchange for
Self-Regulation Rules for Listed Companies — Standardized Operation, and provide
investors with reasonable investment return and protect the interests of investors while
maintaining healthy business development of the Post-Merger Company.

After completion of the Proposed Merger and the Proposed Placement, Guotai Junan
Securities will strictly implement the articles of association and relevant cash dividend
distribution policy in accordance with relevant laws and regulations to protect the interests of
investors. After the Closing Date, the Post-Merger Company will comprehensively consider
and arrange the profit distribution after taking into account factors such as annual operation
plan, profit level and cash flow.

The formulation of the remedial measures concerning compensation for returns by Guotai
Junan Securities does not represent a guarantee of Guotai Junan Securities’ future profits, and
investors should not rely on such measures to make investment decisions. Guotai Junan
Securities shall not be held responsible for any losses incurred as a result of investors’
investment decisions based on such measures.
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C. Undertakings of the directors, senior management, controlling shareholders and de

facto controller of Guotai Junan Securities

In accordance with relevant rules and regulations, the directors and senior management

of Guotai Junan Securities have made the following declarations and undertakings:

“1‘

Perform duties faithfully and diligently, and safeguard the legitimate rights and
interests of Guotai Junan Securities and its shareholders as whole;

Not to transfer benefits to other entities or individuals at nil consideration or on

unfair terms, or harm Guotai Junan Securities’ interests in any other manner;

Constrain the spending activities that are related to my duties;

Not to utilise Guotai Junan Securities’ assets for the purpose of investment and
spending activities that are not related to the performance of my duties;

Use my best efforts to procure that the remuneration system developed by the Guotai
Junan Board or the remuneration appraisal and nomination committee will be linked
to the implementation of the Guotai Junan Securities’ measures to compensate for

returns;

If Guotai Junan Securities is to adopt an equity incentive plan in the future, to use
my best efforts to procure that the conditions for the exercise of the equity incentive
to be announced by Guotai Junan Securities will be linked to the implementation of
the measures of Guotai Junan Securities concerning compensation for returns;

From the date when the undertakings are made to the completion of Guotai Junan
Securities’ implementation of the Proposed Merger and the Proposed Placement, if
the regulatory authority has made other requirements with respect to the measures
concerning compensation for returns and the relevant regulations imposed on such
undertaking, and the above undertakings cannot meet such new regulatory
requirements of the regulatory authority, I promise to make a supplementary

undertaking in accordance with the relevant requirements; and

I undertake that I will earnestly implement the measures of Guotai Junan Securities
concerning compensation for returns and my commitments thereon, and if any loss
is incurred to Guotai Junan Securities or investors due to my violation of such
commitments, I am willing to be liable for compensation to Guotai Junan Securities
or investors in accordance with the laws.”
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Shanghai SA (the controlling shareholder of Guotai Junan Securities) and Shanghai
International (the de facto controller of Guotai Junan Securities) have made the following
declarations and undertakings:

“1. Not to act beyond its authority and interfere with the operation and management of
Guotai Junan Securities, or to encroach on the interests of Guotai Junan Securities;

2. We undertake that we will earnestly implement our relevant commitments made, and
if any loss is incurred to Guotai Junan Securities or investors due to its violation of
such commitments, we are willing to be liable for compensation to Guotai Junan
Securities or investors in accordance with the laws.”

Future dividend plan for return to the shareholders for the coming three years
(2024-2026)

A. Basic principles in the formulation of the Future Return Plan

According to Guotai Junan Securities’ strategic development plan and its sustainable
development needs, having considered factors such as the actual operation and development of
Guotai Junan Securities, reasonable demands of shareholders and its cash flow position, and in
view of the relevant industry regulatory requirements, the requirements of its articles of
association and the characteristics of the securities industry, Guotai Junan Securities will
prudently determine the profit distribution plan and ensure the continuity and stability of the
profit distribution policy. On the premise of meeting the regulatory requirements on net capital
and the requirements for the normal operation and long-term development of Guotai Junan
Securities, the Company will actively adopt dividend distribution by way of cash.

B. Key factors considered in the formulation of the Future Return Plan

The Future Return Plan is formulated based on a comprehensive analysis of the actual
operation and development, the requests and willingness of shareholders, the social capital
cost, the external financing environment and other factors, having fully considered Guotai
Junan Securities’ current and future profitability, cash flow position, development stage,
funding requirement for operation and development, net capital requirement and external
financing environment.
C. Details of the Future Return Plan
(a) Order for profit distribution

The Company is required to distribute each year’s after-tax profits in the following order:

1. To cover the losses incurred in the previous year;

2. To allocate 10% of its profits into its statutory surplus reserve;
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3. To withdraw general risk reserve to cover the losses and transaction risk reserve to
cover securities operation loss in accordance with the laws, regulations or regulatory

requirements;

4.  Subject to the passing of resolutions at a general meeting, to withdraw discretionary

surplus reserve from after-tax profit;

5. Pay dividends to shareholders.

When the cumulated amount of the statutory surplus reserve of the Company has reached
50% or more of its registered capital, no further withdrawals are required. After making up for
the losses and allocations to the surplus reserve fund, statutory surplus reserve fund and
discretionary surplus reserve fund, any remaining after-tax profits may be distributed to the
shareholders in proportion to their respective shareholdings, except it is stipulated in the
articles of association of Guotai Junan Securities that profit distributions shall not be made in
accordance with the shareholding proportion. No profits shall be distributed in respect of the

shares held by Guotai Junan Securities.

(b) Conditions and proportion for profit distribution

Guotai Junan Securities may distribute dividends in cash, in shares or in a combination
of both cash and shares. Priority should be given to distributing cash dividends provided that
the conditions for cash distribution are satisfied. When implementing the cash dividend
distribution, Guotai Junan Securities shall consider the internal and external factors, directors’
opinions and shareholders’ expectations. Under the preconditions that there is no material
investment plan nor significant cash expenditure, as well as the net profits being realised by
Guotai Junan Securities in current year, the accumulated undistributed profits at the end of
current year and the capital reserve are positive, the Guotai Junan Board shall, based on the
capital of Guotai Junan Securities, suggest annual or interim cash distribution. The profit
distributed in cash by Guotai Junan Securities each year (including annual and interim
distributions) should not be less than 15% of the distributable profit achieved that year (after
deducting fair value changes and other relevant items according to regulations). In distributing
profits by shares, Guotai Junan Securities shall take into account the operation position and
share capital scale and adequately consider factors such as growth, dilution to net assets per
share and so on.

Guotai Junan Board should take various factors into account, including its industry
features, the stage of development, its own business model, profitability and whether it has any
substantial capital expenditure arrangement, to propose a differentiated policy for cash
distribution. Unless otherwise stipulated in the articles of association of Guotai Junan
Securities, the cash distribution each time shall not be less than 20% of the actual profit
distributed.
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I.  Where Guotai Junan Securities is in a developed stage with no substantial capital
expenditure arrangement, cash dividend shall represent at least 80% of the total
profit distribution when distributing profits;

2. Where Guotai Junan Securities is in a developed stage with substantial capital
expenditure arrangement, cash dividend shall represent at least 40% of the total
profit distribution when distributing profits;

3. Where Guotai Junan Securities is in a developing stage with substantial capital
expenditure arrangement, cash dividend shall represent at least 20% of the total
profit distribution when distributing profits.

If it is difficult to determine the stage of development but there is a significant capital
expenditure arrangement, profit distribution may be dealt with pursuant to the aforesaid
requirements.

If Guotai Junan Securities decided not to make cash dividend or decided to make cash
dividend at a ratio lower than the prescribed one under special circumstances, it shall
implement the relevant decision-making procedures and make disclosure according to laws,
administrative regulations, departmental rules and the provisions of the stock exchanges where

the securities of Guotai Junan Securities are listed.
D. Adjustments to the profit distribution policy

Guotai Junan Securities may adjust the abovementioned proportion of cash dividend
distribution by way of passing a resolution by two-thirds or more of the voting rights held by
the shareholders who attend the shareholders’ general meeting if any one of the following

events takes place:

(a) there are changes in, or adjustments to, relevant laws and regulations or regulatory

requirements;
(b) the net capital risk control indicators reach the warning levels;
(c) the operating conditions of Guotai Junan Securities deteriorate;
(d) the Guotai Junan Board proposes the adjustments.

Before introducing adjustment to the profit distribution plan, the Guotai Junan Board
shall fully listen to opinions from independent directors, take the initiative to communicate and
interact with minority shareholders through various channels, and carefully respond to
questions from shareholders. When convening a shareholders’ general meeting to consider
adjustment to the profit distribution plan, in addition to organising on-site meeting, the
Company should also allow shareholders to vote through Internet to the extent technically

feasible.
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E. Formulation and implementation of the profit distribution plan

Upon passing of a resolution at the shareholders’ general meeting of Guotai Junan
Securities on the profit distribution plan, or after the Guotai Junan Board having formulated a
specific plan in line with the interim dividend conditions and caps for the next year which have
been considered and approved at an annual general meeting, the dividend (or share)
distribution shall be completed within two months.

4. CONNECTED TRANSACTIONS OF THE POST-MERGER COMPANY

Upon completion of the Proposed Merger, (i) Shanghai International, the controlling
shareholder of Guotai Junan Securities, will continue to be a substantial shareholder (as
defined under the Hong Kong Listing Rules) of the Post-Merger Company, and (ii) HuaAn
Funds, a connected subsidiary of Guotai Junan Securities, will continue to be a connected
subsidiary of the Post-Merger Company. As a result, transactions entered into by Shanghai
International or HuaAn Funds and their respective associates with Guotai Junan Group or
Haitong Group will become connected transactions of the Post-Merger Company upon
completion of the Proposed Merger. The Post-Merger Company will comply with the Hong
Kong Listing Rules in respect of these connected transactions.

5.  COMPETITION IMPLICATIONS OF THE PROPOSED MERGER ON THE
POST-MERGER COMPANY

Reference is made to the prospectus dated 25 June 2010 of Guotai Junan International
(stock code: 01788), a non-wholly-owned subsidiary of Guotai Junan Securities. As disclosed
in such prospectus, certain non-competition undertakings were given by Guotai Junan
Securities (and two of its wholly-owned subsidiaries) in favour of Guotai Junan International
pursuant to a deed of non-competition (the “Non-competition Deed”) with Guotai Junan
International on 19 June 2010, pursuant to which Guotai Junan Securities and the two
subsidiaries have undertaken not to compete with Guotai Junan International and its
subsidiaries (“GJ International Group”) with respect of their brokerage business in Hong
Kong and/or any other jurisdictions (excluding Mainland China) and other regulated businesses
in Hong Kong. GJ International Group currently operates brokerage business in Hong Kong,
Macau, Singapore, and Vietnam, and other regulated businesses in Hong Kong including but
not limited to businesses involving Type 6 (advising on corporate finance) and Type 9 (asset

management) regulated activities under the SFO.

Upon Closing, the Post-Merger Company will assume all assets, liabilities, businesses,
employees, contracts, qualifications and all other rights and obligations of Haitong Securities.
Haitong Securities currently operates, through its subsidiaries, brokerage business in Hong
Kong and other overseas jurisdictions including but not limited to Singapore, and the US, other
regulated businesses in Hong Kong including but not limited to businesses involving Type 6
(advising on corporate finance) and Type 9 (asset management) regulated activities under the
SFO (the “Overlapping Businesses”). The Overlapping Businesses are primarily operated by
Haitong Securities through Haitong International Securities Group Limited and its subsidiaries.
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The respective revenue contribution of the relevant businesses of GJ International Group and
the Overlapping Businesses to the historical aggregated revenue of Guotai Junan Group and
Haitong Group in 2023 was less than 3%.

Given, among others, the nature and market share of the relevant businesses and
competition landscape in relevant markets, there is not expected to be any material or
substantial competition between the Overlapping Businesses and GJ International Group’s
relevant businesses. Having considered, among others, the overall objective of, and the
business of the companies involved in, the Proposed Merger, and the insignificance of any
potential competition, after arm’s length discussions in good faith between Guotai Junan
Securities and Guotai Junan International, at this stage the two parties have reached mutual
understandings that it is (1) in the best interests of the two companies and their respective
shareholders for the two parties to continuously gather relevant facts and evaluate the situation,
and reach a solution after Closing, taking into account relevant factors such as regulatory
requirements, financial implications, operational efficiencies, and strategic alignments, and (2)
with the transitional arrangements as further described below in place to protect Guotai Junan
International’s interest, and the mutual understandings reached by the boards of both
companies, Guotai Junan Securities is not expected to incur any liability for any default under
the Non-competition Deed due to the Proposed Merger. It would not be in the best interest of
Guotai Junan International and Guotai Junan Securities and their respective shareholders for
the two companies to prematurely agree to any specific arrangement with respect to the
Overlapping Businesses at this stage.

On 21 November 2024, Guotai Junan Securities issued a non-competition undertaking
letter in favour of Guotai Junan International undertaking that it shall, within five years from
the Closing, resolve any competition concerns between relevant subsidiaries of the Post-
Merger Company and GJ International Group through methods in compliance with the
Applicable Laws and permitted by regulatory authorities, including but not limited to asset
restructuring and business consolidation. Guotai Junan Securities further undertakes that,
following the Closing, the Post-Merger Company shall not operate the Overlapping Businesses
in a matter that would be less favourable to GJ International Group than under the current
conditions. The above undertaking shall become effective on 21 November 2024 and
automatically terminate upon occurrence of any of the followings: (1) the shares of Guotai
Junan International are no longer listed on the Hong Kong Stock Exchange; or (2) the
Post-Merger Company (together with its associates) is no longer a controlling shareholder of
Guotai Junan International as defined under the Hong Kong Listing Rules (the “Relevant
Non-competition Period”).

In order to keep the shareholders of both Guotai Junan Securities and Guotai Junan
International informed and updated on the progress of the discussions on and resolution of such
matter, both companies will disclose relevant information in each forthcoming interim
reports/annual reports within such five-year period according to the above undertaking until the
competition issue is resolved, and make announcements according to Applicable Laws as and
when appropriate.
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Notwithstanding such additional non-competition undertaking, it is the mutual
understanding of Guotai Junan Securities and Guotai Junan International that the Non-
competition Deed still remains valid and effective. Upon Closing, the following arrangements
as set out in the Non-competition Deed, among other things, will be in place to address any
potential conflict of interests in respect of the Post-Merger Company’s role as a controlling
shareholder of both Guotai Junan International and relevant Haitong Securities’ subsidiaries
conducting the Overlapping Businesses:

. Guotai Junan Securities shall allow, and shall procure that its associates (other than
members of GJ International Group) to allow, during the Relevant Non-competition
Period, the independent non-executive directors of Guotai Junan International to
review, whereas necessary, at least on an annual basis, Guotai Junan Securities’
compliance with the Non-competition Deed;

. Guotai Junan Securities shall provide, and shall procure that its associates (other
than members of GJ International Group) to provide, during the Relevant Non-
competition Period, all information necessary for the annual review by the
independent non-executive directors of Guotai Junan International without
prejudicing any Applicable Laws or any contractual obligations, in making a fair and
reasonable assessment of Guotai Junan Securities’ and/or its associates’ (other than
members of GJ International Group) compliance with the Non-competition Deed
and the enforcement of the Non-competition Deed by the independent non-executive
directors of Guotai Junan International;

. Guotai Junan Securities shall provide to Guotai Junan International with a
declaration annually for inclusion by Guotai Junan International in its annual report,
in respect of its compliance with the terms of the Non-competition Deed and
disclose such information in the corporate governance report under the annual report
of Guotai Junan International; and

. Guotai Junan Securities shall agree and authorise Guotai Junan International to
disclose decisions on matters reviewed by the independent non-executive directors
of Guotai Junan International relating to the compliance and enforcement of the
Non-competition Deed either through the annual report, or by way of
announcements to the public.

Furthermore, upon Closing, in the event that Guotai Junan Securities or its associates
(other than members of GJ International Group) were given any business opportunity that is or
may involve in direct or indirect competition with the business of GJ International Group that
is subject to the scope in the Non-competition Deed, Guotai Junan Securities shall inform and
assist GJ International Group in obtaining such business opportunity on the same or more
favourable terms being acceptable to GJ International Group. In the event that the board of
Guotai Junan International (including all independent non-executive directors but excluding
any directors with conflicted interests) decides not to take up such business opportunity within
a commercially reasonable period, Guotai Junan Securities and its associates (other than
members of GJ International Group) may take up such business opportunity.
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In addition to the above contractual arrangements, given any transactions between GJ
International Group and the Enlarged Group (including entities operating the Overlapping
Businesses) would constitute connected transactions of GJ International Group as defined
under the Hong Kong Listing Rules upon Closing, any such transactions would be subject to
the reporting, announcement and independent shareholders’ approval requirements under the
Hong Kong Listing Rules unless exempted, and directors having conflicted interest and the
Post-Merger Company would be required to abstain from voting on relevant resolutions
approving such transactions on board and general meetings, as the case may be. Such
mechanism provided under the Hong Kong Listing Rules will further address any issue of
potential conflict of interests in respect of the Post-Merger Company’s role as a controlling
shareholder of both Guotai Junan International and relevant Haitong Securities’ subsidiaries
conducting the Overlapping Businesses upon Closing.

6. EQUITY FUNDRAISING ACTIVITIES IN THE PAST 12 MONTHS

Guotai Junan Securities has not had any funds raised on any issue of equity securities in
the 12 months immediately preceding the Latest Practicable Date.

7. IMPLICATIONS UNDER THE TAKEOVERS CODE FOR GUOTAI JUNAN
SECURITIES

As at the Latest Practicable Date, Guotai Junan Securities indirectly holds approximately
73.85% of the total issued shares of Guotai Junan International. Accordingly, Guotai Junan
International is an indirect non-wholly-owned subsidiary of Guotai Junan Securities. Based on
information available as at the Latest Practicable Date, Shanghai International will not acquire
statutory control over Guotai Junan Securities after Closing and completion of the Proposed
Placement. As such, no obligation to make a mandatory general offer under Note 8 to Rule 26.1
of the Takeovers Code will arise in respect of the shares of Guotai Junan International as a
result of the Proposed Merger and the Proposed Placement.

8. IMPLICATIONS UNDER THE HONG KONG LISTING RULES FOR GUOTAI
JUNAN SECURITIES

For the Proposed Merger

The highest relevant percentage ratio for transaction classification under the Hong Kong
Listing Rules in respect of the Proposed Merger and the issue and exchange of Guotai Junan
A Shares and Guotai Junan H Shares pursuant to the Proposed Merger is more than 25% but
less than 100%. As a result, the Proposed Merger will constitute a major transaction for Guotai
Junan Securities under Rule 14.06(3) of the Hong Kong Listing Rules. Further, pursuant to
Rules 13.36 and 19A.38 of the Hong Kong Listing Rules and the Guotai Junan Articles, the
issue of the new Guotai Junan H Shares and Guotai Junan A Shares pursuant to the Proposed
Merger will be pursuant to a specific mandate which requires approval by special resolution by
a majority of not less than two-thirds of the votes cast by way of poll by the Guotai Junan
Shareholders at the Guotai Junan EGM. Pursuant to the Hong Kong Listing Rules, any Guotai
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Junan Shareholder who has a material interest in the Proposed Merger is required to abstain
from voting on the resolutions to approve the Proposed Merger at the Guotai Junan EGM. As
at the Latest Practicable Date, Haitong Securities (and its subsidiaries) are Guotai Junan
Shareholders and hold approximately 0.08% of the total issued shares of Guotai Junan
Securities in its ordinary course of business, and HuaAn Funds, a subsidiary of Guotai Junan
Securities, holds approximately 0.09% of the total issued shares of Guotai Junan Securities in
its ordinary course of business. As such, Haitong Securities and its subsidiaries and HuaAn
Funds are required to abstain from voting on the relevant resolutions at the Guotai Junan EGM.
Other than Haitong Securities and its subsidiaries and HuaAn Funds, to the best of the Guotai
Junan Board’s knowledge, information and belief having made all reasonable enquiries, there
is no other Guotai Junan Shareholder who has a material interest in the Proposed Merger and
is required to abstain from voting on the relevant resolutions approving the Proposed Merger
at the Guotai Junan EGM.

The Proposed Merger will not result in a change of control of Guotai Junan Securities.

As of the Latest Practicable Date, Haitong Securities and its subsidiaries are third parties
independent of Guotai Junan Securities and are not connected persons of Guotai Junan
Securities for the purposes of the Hong Kong Listing Rules. Therefore, the Proposed Merger
does not constitute a connected transaction of Guotai Junan Securities as defined under the
Hong Kong Listing Rules.

Waiver from strict compliance with Rules 14A.36 and 14A.39 of the Hong Kong Listing
Rules in respect of the issuance of Guotai Junan A Shares to HuaAn Funds in connection
with the Proposed Merger

As of the Latest Practicable Date, HuaAn Funds, a subsidiary of the Guotai Junan
Securities, (i) is indirectly owned as to 32% by Shanghai International through its associates
and therefore is a connected subsidiary of Guotai Junan Securities; and (ii) is interested in an
aggregate of 18,119,372 Haitong A Shares because of its status as a manager of index tracking
funds which held Haitong A Shares on a non-discretionary basis in its index tracking fund
management business. The issue of shares by Guotai Junan Securities to HuaAn Funds as a
shareholder of Haitong Securities in connection with the Proposed Merger and the Share
Exchange constitutes a connected transaction.

Guotai Junan Securities has applied for, and the Hong Kong Stock Exchange has granted,
a waiver from strict compliance with Rules 14A.36 and 14A.39 of the Hong Kong Listing
Rules relating to the shareholders’ approval requirement, the setting up of an independent
board committee and the appointment of an independent financial adviser in respect of the
issuance of Guotai Junan A Shares to HuaAn Funds in connection with the Proposed Merger
on the following bases:

(i) Passive holding of Haitong A Shares. HuaAn Funds was interested in Haitong A
Shares solely because of its status as a manager of index tracking funds which hold
Haitong A Shares on a non-discretionary basis in its index tracking fund
management business. HuaAn Funds is unable to exercise discretion on dealings in
Haitong A Shares when managing the index tracking funds.
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(i1)) Customarily not exercising voting rights as an index tracking fund manager
and not entitled to vote for the Proposed Merger. As an index tracking fund
manager, HuaAn Funds does not exercise voting rights over the shares held by its
managed index tracking fund portfolios. Hence, HuaAn Funds is unable to influence
the outcome of shareholders’ resolutions of any listed issuers of which it holds
shares in its index tracking fund portfolio.

(ii1) Segregated client assets. Holdings of Haitong A Shares are treated as segregated
client assets for accounting purposes. HuaAn Funds do not beneficially own or

control the Haitong A Shares held under its name.

(iv) No economic interests obtained from the index products. All dividends generated
from the shares underlying the index tracking fund products and gathered by the
exchange-traded funds (ETFs) will be paid out to its fund investors. HuaAn Funds
has no economic interests over dividends declared by the listed companies under its

portfolio (including Haitong Securities).

In addition, according to the Applicable Laws in the PRC and based on the terms of the
Merger Agreement, should a separate resolution in relation to the issuance of Guotai Junan A
Shares to HuaAn Funds in connection with the Proposed Merger be proposed and voted down
at the Guotai Junan EGM, the Proposed Merger would fall through, irrespective of the voting
results of all other relevant resolutions. As such, it would be prejudicial and seriously
detrimental to the interests of Guotai Junan Securities, Haitong Securities and their

shareholders.

Given that HuaAn Funds do not exercise voting rights of the Haitong A Shares in which
it is interested, it will not become a Haitong Dissenting Shareholder and will not be eligible
for exercise of the Haitong Put Option. As a result, HuaAn Funds will have to passively take
part in the Share Exchange, which will be on the same terms as offered to all Haitong
Share-Exchange Shareholders when the Proposed Merger becomes unconditional. On the
above basis, the Guotai Junan Board including its independent non-executive directors are of
the view that the issue of shares by Guotai Junan Securities to HuaAn Funds contemplated
under the Proposed Merger bears no risk of conferring benefit to HuaAn Funds as a connected

subsidiary.
Save as HuaAn Funds, as of the Latest Practicable Date, to the best knowledge of Guotai

Junan Securities, Guotai Junan Securities is not aware of any of its connected person who is
currently holding or expected to hold Haitong Shares before the Closing.

—98 —



LETTER FROM GUOTAI JUNAN BOARD

For the Proposed Placement

Guotai Junan Securities proposed to approve the issuance of up to 626,174,076 Placement
A Shares to the Subscriber to raise ancillary funds. The Placement A Shares will be allotted and
issued under the specific mandate for the Proposed Placement and the Proposed Placement will
be subject to the approval by the Independent Guotai Junan Shareholders by special resolution
at the Guotai Junan EGM.

As at the Latest Practicable Date, the Subscriber holds 23.06% of the total issued shares
in Guotai Junan Securities and is a wholly-owned subsidiary of Shanghai International, which,
together with its subsidiaries, hold approximately 33.36% of the total issued shares in Guotai
Junan Securities. Therefore, the Subscriber is a connected person of Guotai Junan Securities.
The proposed issuance of Placement A Shares by Guotai Junan Securities to the Subscriber to
raise ancillary funds under the Proposed Placement constitutes a connected transaction for
Guotai Junan Securities and is subject to the reporting, announcement, circular and
independent shareholders’ approval requirements under Chapter 14A of the Hong Kong Listing
Rules.

Pursuant to the Hong Kong Listing Rules, any Guotai Junan Shareholder who has a
material interest in the Proposed Placement is required to abstain from voting on the resolution
to approve the Proposed Placement at the Guotai Junan EGM. Shanghai International (the
controlling shareholder of Guotai Junan Securities and the Subscriber) and its associates, and
HuaAn Funds (a subsidiary of Guotai Junan Securities and which holds Guotai Junan Shares),
are required to abstain from voting on the relevant resolutions at the Guotai Junan EGM. Other
than the above Guotai Junan Shareholders, to the best of the Guotai Junan Board’s knowledge,
information and belief having made all reasonable enquiries, there is no other Guotai Junan
Shareholder who has a material interest in the Proposed Placement and is required to abstain
from voting on the relevant resolutions approving the Proposed Placement at the Guotai Junan
EGM.

9. GUOTAI JUNAN IBC AND GUOTAI JUNAN IFA FOR THE PROPOSED
PLACEMENT

The Guotai Junan Board and the supervisory committee of Guotai Junan Securities
approved the Proposed Merger and the Proposed Placement and its related matters at its
respective board and supervisory committee meeting held on 9 October 2024. As Mr. LIU
Xinyi, Ms. GUAN Wei, Mr. ZHONG Maojun and Mr. CHEN Hua, all being non-executive
directors of Guotai Junan Securities, were nominated by Shanghai International, they have
abstained from voting on the resolutions relevant to the Proposed Placement at the Guotai
Junan Board meeting on 9 October 2024. The approval of the resolutions of the Proposed
Merger and the Proposed Placement will have a validity period of 12 months from the date of
the relevant approvals of the Proposed Merger and the Proposed Placement at the Guotai Junan
EGM.
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To consider the Proposed Placement, the Guotai Junan Board has established the Guotai
Junan IBC, consisting of all of the independent non-executive directors of Guotai Junan
Securities, being Mr. DING Wei, Mr. LI Renjie, Mr. BAI Wei, Mr. WANG Guogang, Mr. YIM,
Chi Hung Henry and Mr. PU Yonghao. The Guotai Junan IBC will advise the Independent
Guotai Junan Shareholders as to: (a) whether the Proposed Placement is fair and reasonable;
and (b) whether to vote in favour of the Proposed Placement at the Guotai Junan EGM. For
opinions and advice of the Guotai Junan IBC, please refer to the section headed “Letter from
Guotai Junan IBC” in this Joint Circular.

Guotai Junan IBC has approved and appointed Gram Capital Limited as its independent
financial adviser to provide advice to the Guotai Junan IBC and the Independent Guotai Junan
Shareholders in respect of the Proposed Placement. For the opinions and advice of the Guotai
Junan IFA, please refer to the section headed “Letter from Guotai Junan IFA” in this Joint
Circular.

10. GUOTAI JUNAN EGM

Guotai Junan Securities will convene the Guotai Junan EGM for Guotai Junan
Shareholders to consider and, if thought fit, approve matters including the Proposed Merger
and the Proposed Placement. Details of the Guotai Junan EGM and the resolutions to be
considered at such meetings will be set out in the “Notice of the 2024 Third Extraordinary
General Meeting of Guotai Junan Securities” attached to this Joint Circular. Guotai Junan H
Shareholders who have been registered as holders of Guotai Junan H Shares on the register of
members of Guotai Junan kept by the registrar of H shares and who have completed all such
necessary registration procedures by no later than 4:30 p.m. on Monday, 9 December 2024 will
be entitled to attend the Guotai Junan EGM.

Closure of Register of Members

Guotai Junan H Shareholders whose names are on the register of members of Guotai
Junan will be entitled to attend the Guotai Junan EGM when they have completed all such
necessary registration procedures by no later than 4:30 p.m. on Monday, 9 December 2024. The
register of members of Guotai Junan H Shareholders will be closed from Tuesday, 10
December 2024 to Friday, 13 December 2024 (such dates inclusive), during which no
registration of transfers of Guotai Junan H Shares will be processed. If applicable, holders of
H shares intending to attend the Guotai Junan EGM must lodge their respective transfer
documents and relevant share certificates with the H share registrar of Guotai Junan Securities,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong no later than 4:30 p.m. on
Monday, 9 December 2024.
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Proxy Forms

Whether or not you intend to attend the Guotai Junan EGM, you are strongly urged to
complete and return the proxy forms in accordance with the instructions printed thereon. The
proxy forms should be returned as soon as possible (but in any event not less than 24 hours
before the appointed time for holding the relevant meeting or any adjournment thereof). After
completion and return of the proxy forms, you may still attend and vote at the relevant
meetings should you so wish.

Voting at the Guotai Junan EGM

Pursuant to Rule 13.39(4) of the Hong Kong Listing Rules, all resolutions will be passed
by way of poll at the Guotai Junan EGM.

For the Proposed Merger

Pursuant to the Hong Kong Listing Rules, any Guotai Junan Shareholder who has a
material interest in the Proposed Merger is required to abstain from voting on the resolutions
to approve the Proposed Merger at the Guotai Junan EGM. As at the Latest Practicable Date,
Haitong Securities (and its subsidiaries) are shareholders of Guotai Junan Securities and hold
approximately 0.08% of the total issued shares of Guotai Junan Securities in its ordinary course
of business, and HuaAn Funds, a subsidiary of Guotai Junan Securities, holds approximately
0.09% of the total issued shares of Guotai Junan Securities in its ordinary course of business.
As such, Haitong Securities and its subsidiaries and HuaAn Funds are required to abstain from
voting on the relevant resolutions at the Guotai Junan EGM. Other than Haitong Securities and
its subsidiaries and HuaAn Funds, to the best of the Guotai Junan Board’s knowledge,
information and belief having made all reasonable enquiries, there is no other Guotai Junan
Shareholder who has a material interest in the Proposed Merger and is required to abstain from
voting on the relevant resolutions approving the Proposed Merger at the Guotai Junan EGM.

For the Proposed Placement

Pursuant to the Hong Kong Listing Rules, any Guotai Junan Shareholder who has a
material interest in the Proposed Placement is required to abstain from voting on the resolution
to approve the Proposed Placement at the Guotai Junan EGM. As at the Latest Practicable Date,
the Subscriber holds 23.06% of the total issued shares in Guotai Junan Securities and is a
wholly-owned subsidiary of Shanghai International, which, together with its subsidiaries hold
approximately 33.36% of the total issued shares in Guotai Junan Securities. Shanghai
International (the controlling shareholder of Guotai Junan Securities and the Subscriber) and
its associates, and HuaAn Funds (a subsidiary of Guotai Junan Securities and which holds
Guotai Junan Shares), are required to abstain from voting on the relevant resolutions at the
Guotai Junan EGM. Other than the above Guotai Junan Shareholders, to the best of the Guotai
Junan Board’s knowledge, information and belief having made all reasonable enquiries, there
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is no other Guotai Junan Shareholder who has a material interest in the Proposed Placement
and is required to abstain from voting on the relevant resolutions approving the Proposed
Placement at the Guotai Junan EGM.

11. TAXATION AND INDEPENDENT ADVICE

Guotai Junan Shareholders are recommended to consult their own professional advisers
if they are in any doubt as to the taxation implications of the Proposed Merger or the exercise
of the Guotai Junan Put Option or the Proposed Placement. None of Guotai Junan Securities
or any of its directors, officers or associates or any other person involved in the Proposed
Merger or the Proposed Placement accepts responsibility (other than in respect of themselves,
if applicable) for any taxation effects on, or liabilities of, any other persons in respect of the
Proposed Merger or other implications of any exercise of the Guotai Junan Put Option or the

Proposed Placement.

Hong Kong Stamp Duty

In respect of the exchange of Haitong H Shares for Guotai Junan H Shares, when the
Guotai Junan H Shares are issued, Haitong H Shares will be cancelled. Therefore, the Share
Exchange does not involve the sale and purchase of Hong Kong stock, and in this respect only,
no stamp duty will be payable pursuant to the Stamp Duty Ordinance, Chapter 117 of the Laws
of Hong Kong.

For the Guotai Junan Dissenting Shareholders who exercise the Guotai Junan Put Option
holding H shares, Hong Kong stamp duty is payable at the rate of 0.1% of the consideration.
The stamp duty payable will be deducted from the cash received by the Qualified Guotai Junan
Dissenting Shareholders who exercise the Guotai Junan Put Option.

12. OVERSEAS SHAREHOLDERS

The proposal and implementation of the Proposed Merger to Guotai Junan Shareholders
who are not resident in Hong Kong may be subject to the laws of the relevant jurisdictions in
which such Guotai Junan Shareholders are located. Such overseas Guotai Junan Shareholders
should inform themselves about and observe any applicable legal, tax or regulatory
requirements. It is the responsibility of any overseas Guotai Junan Shareholders wishing to
take any action in relation to the Proposed Merger to satisfy themselves as to the full
observance of the laws of the relevant jurisdiction in connection therewith, including the
obtaining of any governmental, exchange control or other consents which may be required, or
the compliance with any other necessary formalities and the payment of any issue, transfer or
other taxes in such jurisdiction.

Any approval by the Guotai Junan Shareholders will be deemed to constitute a
representation and warranty from such persons to Guotai Junan Securities and their advisers
that those laws and regulatory requirements have been complied with. If you are in doubt as
to your position, you should consult your professional advisers.
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13. GUOTAI JUNAN DISSENTING SHAREHOLDERS WHOSE GUOTAI JUNAN H
SHARES ARE HELD BY AGENT, TRUSTEE OR NOMINEE OR HELD AS
COLLATERAL

For Guotai Junan Dissenting Shareholders whose Guotai Junan H Shares are held by an
agent, trustee or nominee or held as collateral, please refer to paragraph headed “15. Rights of
Guotai Junan Shareholders Dissenting from the Proposed Merger whose H Shares are held by
Agent, Trustee or Nominee or held as collateral” in Appendix V to this Joint Circular.

14. VIEWS AND RECOMMENDATION OF GUOTAI JUNAN BOARD

Having taken into account reasons and benefits of the Proposed Merger as set out in “10.
Reasons and Benefits of the Proposed Merger and the Proposed Placement” in the section
headed “Terms and Information of the Proposed Merger and the Proposed Placement” in this
Joint Circular, Guotai Junan Board is of the view that the terms of the Proposed Merger are fair
and reasonable and in the interests of Guotai Junan Securities and its shareholders as a whole,
and have been decided through arm’s length negotiations by the parties. None of the Guotai
Junan Directors has material interest in the Proposed Merger and should abstain from voting
for the Proposed Merger in the relevant Guotai Junan Board meeting.

Having taken into account reasons and benefits of the Proposed Placement as set out in
“10. Reasons and Benefits of the Proposed Merger and the Proposed Placement” in the section
headed “Terms and Information of the Proposed Merger and the Proposed Placement” in this
Joint Circular, Guotai Junan Board (other than Mr. LIU Xinyi, Ms. GUAN Wei, Mr. ZHONG
Maojun and Mr. CHEN Hua, all being non-executive directors of Guotai Junan Securities, who
were nominated by Shanghai International and have abstained from voting on the resolutions
relevant to the Proposed Placement at the Guotai Junan Board meeting, and members of the
Guotai Junan IBC, whose views in relation to the Proposed Placement are given in the section
headed “Letter from Guotai Junan IBC” in this Joint Circular) is of the view that the terms of
the Proposed Placement are fair and reasonable and in the interests of Guotai Junan Securities
and its shareholders as a whole, and have been decided through arm’s length negotiations by

the parties.
Therefore, Guotai Junan Board recommends that the Guotai Junan Shareholders vote in

favour of the resolutions in relation to the Proposed Merger and the Proposed Placement at the
Guotai Junan EGM.
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15. OTHER INFORMATION

Your attention is drawn to other information set out in the Appendices to this Joint
Circular.

By order of the board of
Guotai Junan Securities Co., Ltd.
ZHU Jian
Chairman
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Guotai Junan Securities Co., Ltd.

B %% B &tk 7 Iy A B 2
(A joint stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 02611)
Dear Sir or Madam,
22 November 2024

CONNECTED TRANSACTION AND SPECIFIC MANDATE FOR
THE CONCURRENT ISSUANCE OF A SHARES BY GUOTAI JUNAN SECURITIES
UNDER THE PROPOSED PLACEMENT

Reference is made to the circular jointly issued by Guotai Junan Securities Co., Ltd.
(“Guotai Junan Securities”) and Haitong Securities Co., Ltd. dated 22 November 2024 in
respect of, among others, the Proposed Placement (the “Joint Circular”) of which this letter
forms part. Terms defined in the Joint Circular shall have the same meanings in this letter
unless the context otherwise requires.

We have been established by Guotai Junan Board as the Guotai Junan IBC to give a
recommendation to Independent Guotai Junan Shareholders in respect of the Proposed
Placement. We have approved and appointed Gram Capital Limited as our independent
financial adviser to provide advice to us and the Independent Guotai Junan Shareholders in
respect of the Proposed Placement.

Having considered the terms of the Proposed Placement and taken into account the advice
of Guotai Junan IFA, in particular the factors, reasons and recommendations set out in the letter
from the Guotai Junan IFA in the Joint Circular, we are of the view that although the Proposed
Placement is not in the ordinary and usual course of business, (1) the terms of the Proposed
Placement are fair and reasonable so far as Independent Guotai Junan Shareholders are
concerned; (2) the Proposed Placement is on normal commercial terms or better; and (3) the
Proposed Placement is in the interests of Guotai Junan Securities and Guotai Junan
Shareholders as a whole. Accordingly, we recommend the Independent Guotai Junan
Shareholders to vote in favour of the resolutions in relation to the Proposed Placement at the
Guotai Junan EGM.
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We wish to draw the attention of Independent Guotai Junan Shareholders to (1) the
section headed “Terms and Information of the Proposed Merger and the Proposed Placement”
on pages 23 to 73 of the Joint Circular, (2) the letter from Guotai Junan Board set out on pages
74 to 104 of the Joint Circular, (3) the letter from the Guotai Junan IFA set out on pages 107
to 125 of the Joint Circular, and (4) each of the Appendices to the Joint Circular.

Yours faithfully,
For and behalf of the Guotai Junan IBC

WANG YIM, Chi
DING Wei LI Renjie BAI Wei Guogang Hung Henry PU Yonghao
Independent Independent Independent Independent Independent Independent
non-executive nomn-executive nomn-executive non-executive non-executive non-executive

director of director of director of director of director of director of
Guotai Junan Guotai Junan Guotai Junan Guotai Junan Guotai Junan Guotai Junan
Securities Securities Securities Securities Securities Securities
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Set out below is the text of a letter received from Gram Capital, the Guotai Junan IFA to
the Guotai Junan IBC and the Independent Guotai Junan Shareholders in respect of the
Proposed Placement for the purpose of inclusion in this joint circular.

< g Gram Capital Limited EZEH;:IIZO?F’ 12/
. . g Tower
s M6 BN AR 2 H 88 Connaught Road Central/
173 Des Voeux Road Central
Hong Kong

22 November 2024

To: The independent board committee and the independent shareholders of
Guotai Junan Securities Co., Ltd.

Dear Sir/Madam,

CONNECTED TRANSACTION AND SPECIFIC MANDATE FOR THE
CONCURRENT ISSUANCE OF A SHARES BY GUOTAI JUNAN SECURITIES
UNDER THE PROPOSED PLACEMENT

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Guotai
Junan IBC and the Independent Guotai Junan Shareholders in respect of the Proposed
Placement, details of which are set out in (i) the letter from Guotai Junan Board (the “Guotai
Junan Board Letter”); and (ii) terms and information of the Proposed Merger and the
Proposed Placement contained in the Joint Circular dated 22 November 2024 jointly issued by
Guotai Junan Securities and Haitong Securities to their respective shareholders, of which this
letter forms part. Terms used in this letter shall have the same meanings as defined in the Joint
Circular unless the context requires otherwise.

Guotai Junan Securities and Haitong Securities entered into the Cooperation Agreement
on 5 September 2024 in relation to the Proposed Merger. Further to the Cooperation
Agreement, on 9 October 2024, Guotai Junan Securities and Haitong Securities entered into the
Merger Agreement with respect to the Proposed Merger which sets forth detailed terms and
conditions for implementing the Proposed Merger.

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-Merger Company and replenish the working capital, Guotai Junan 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 the Subscriber for a total consideration of up to
RMB10,000,000,000. Accordingly, Guotai Junan Securities and the Subscriber have entered
into the Placement Subscription Agreement on 9 October 2024, pursuant to which Guotai Junan
Securities has conditionally agreed to allot and issue, and the Subscriber has conditionally
agreed to subscribe for, such number of all of the Placement A Shares for a total consideration
of up to RMB10,000,000,000 in accordance with the terms and conditions as set out in the
Placement Subscription Agreement.

- 107 -



LETTER FROM GUOTAI JUNAN IFA

With reference to the Joint Circular, as at the Latest Practicable Date, the Subscriber holds
23.06% of the total issued shares in Guotai Junan Securities and is a wholly-owned subsidiary
of Shanghai International, which, together with its subsidiaries, hold approximately 33.36% of
the total issued shares in Guotai Junan Securities. Therefore, the Subscriber is a connected
person of Guotai Junan Securities. The proposed issuance of Placement A Shares by Guotai
Junan Securities to the Subscriber to raise ancillary funds under the Proposed Placement
constitutes a connected transaction for Guotai Junan Securities and is subject to the reporting,
announcement, circular and independent shareholders’ approval requirements under Chapter
14A of the Hong Kong Listing Rules.

The Guotai Junan IBC comprising Mr. DING Wei, Mr. LI Renjie, Mr. BAI Wei, Mr.
WANG Guogang, Mr. YIM, Chi Hung Henry and Mr. PU Yonghao (all being independent
non-executive Directors) has been established to advise the Independent Guotai Junan
Shareholders on (i) whether the terms of the Proposed Placement are on normal commercial
terms and are fair and reasonable; (ii) whether the Proposed Placement is conducted in the
ordinary and usual course of the business of the Guotai Junan Group and is in the interests of
Guotai Junan Securities and the Guotai Junan Shareholders as a whole; and (iii) how the
Independent Guotai Junan Shareholders should vote in respect of the resolutions of the
Proposed Placement at the Guotai Junan EGM. We, Gram Capital Limited, have been appointed
as the Guotai Junan IFA to advise the Guotai Junan IBC and the Independent Guotai Junan

Shareholders in this respect.

INDEPENDENCE

During the past two years immediately preceding the Latest Practicable Date, Gram
Capital was engaged as the independent financial adviser to the independent board committee
and independent shareholders of Guotai Junan Securities in relation to continuing connected
transactions of Guotai Junan Securities (details of which are set out in Guotai Junan Securities’
circular dated 13 November 2023). Save for the aforesaid engagement, there was no other
service provided by Gram Capital to Guotai Junan Securities during the past two years
immediately preceding the Latest Practicable Date.

Notwithstanding the aforesaid engagement, we were not aware of any relationships or
interests between Gram Capital and Guotai Junan Securities, or any other parties during the
past two years immediately preceding the Latest Practicable Date that could be reasonably
regarded as hindrance to Gram Capital’s independence to act as the Guotai Junan IFA.

Having considered the above and that (i) none of the circumstances as set out under the
Rule 13.84 of the Hong Kong Listing Rules existed as at the Latest Practicable Date; and (ii)
the aforesaid past engagement was only an independent financial adviser engagement and will
not affect our independence to act as the Guotai Junan IFA, we are of the view that we are
independent to act as the Guotai Junan IFA.
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BASIS OF OUR OPINION

In formulating our opinion to the Guotai Junan IBC and the Independent Guotai Junan
Shareholders, we have relied on the statements, information, opinions and representations
contained or referred to in the Joint Circular and the information and representations as
provided to us by the Guotai Junan Directors. We have assumed that all information and
representations that have been provided by the Guotai Junan Directors, for which they are
solely and wholly responsible, are true and accurate at the time when they were made and
continue to be so as at the Latest Practicable Date. We have also assumed that all statements
of belief, opinion, expectation and intention made by the Guotai Junan Directors in the Joint
Circular were reasonably made after due enquiry and careful consideration. We have no reason
to suspect that any material facts or information have been withheld or to doubt the truth,
accuracy and completeness of the information and facts contained in the Joint Circular, or the
reasonableness of the opinions expressed by Guotai Junan Securities, its advisers and/or the
Guotai Junan Directors, which have been provided to us. Our opinion is based on the Guotai
Junan Directors’ representation and confirmation that there is no undisclosed private
agreement/arrangement or implied understanding with anyone concerning the Proposed Merger
and the Proposed Placement. We consider that we have taken sufficient and necessary steps on
which to form a reasonable basis and an informed view for our opinion in compliance with
Rule 13.80 of the Hong Kong Listing Rules.

The Guotai Junan Directors jointly and severally accept full responsibility for the
accuracy of the information contained in the Joint Circular (other than those in relation to
Haitong Group) and confirm, having made all reasonable enquiries, that to the best of their
knowledge, opinions expressed in the Joint Circular (other than those expressed by the Haitong
Directors) have been arrived at after due and careful consideration and there are no other facts
not contained in the Joint Circular the omission of which would make any of the statements in
the Joint Circular misleading. We, as the Guotai Junan IFA, take no responsibility for the
contents of any part of the Joint Circular, save and except for this letter of advice.

We consider that we have been provided with sufficient information to reach an informed
view and to provide a reasonable basis for our opinion. We have not, however, conducted any
independent in-depth investigation into the business and affairs of Guotai Junan Securities, the
Subscriber or their respective subsidiaries or associates, nor have we considered the taxation
implication on the Guotai Junan Group or the Guotai Junan Shareholders as a result of the
Proposed Placement. Our opinion is necessarily based on the financial, economic, market and
other conditions in effect and the information made available to us as at the Latest Practicable
Date. Guotai Junan Shareholders should note that subsequent developments (including any
material change in market and economic conditions) may affect and/or change our opinion and
we have no obligation to update this opinion to take into account events occurring after the
Latest Practicable Date or to update, revise or reaffirm our opinion. In addition, nothing
contained in this letter should be construed as a recommendation to hold, sell or buy any Guotai
Junan Shares or any other securities of Guotai Junan Securities.

Lastly, where information in this letter has been extracted from published or otherwise
publicly available sources, it is the responsibility of Gram Capital to ensure that such
information has been correctly extracted from the relevant sources.
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Proposed Placement, we have taken into
consideration the following principal factors and reasons:

1. Background of and reasons for the Proposed Placement

Information on the Guotai Junan Group

With reference to the Joint Circular, Guotai Junan Securities is a listed company with 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 Junan Securities engages primarily in wealth
management, investment banking, institutional and trading, investment management and
international business. As at the Latest Practicable Date, Guotai Junan Securities has 7
directly-held subsidiaries that are wholly-owned or controlled by it. In addition, Guotai Junan
International (stock code: 01788) is an indirectly-held subsidiary of Guotai Junan Securities,
and whose shares are listed on the main board of the Hong Kong Stock Exchange.

Financial performance and position

Set out below are the consolidated financial information of Guotai Junan Securities for
the year ended 31 December 2023 (together with comparative figures for the year ended 31
December 2022) and the six months ended 30 June 2024 (together with comparative figures for
the six months ended 30 June 2023), which were prepared in accordance with the IFRS, as
extracted from Guotai Junan Securities’ annual report for the year ended 31 December 2023
(the “Guotai Junan 2023 Annual Report”) and Guotai Junan Securities’ interim report for the
six months ended 30 June 2024 (the “Guotai Junan 2024 Interim Report”):

For the six ~ For the six  Year-on- For the For the  Year-on-
months ended months ended year year ended year ended year
30 June 2024 30 June 2023 change 31 December 2023 31 December 2022 change
(unaudited) — (unaudited) (audited) (audited) (restated)
RMB’000 RMB’000 % RMB’000 RMB’000 %
Total revenue and other income 25,779,128 26,170,739 (1.50) 52,303,831 49,086,921 6.55
— Fee and commission income 8,840,918 9083938 (2.68) 18,748,922 17,731,799 5.74
— Interest income 7,416,964 7,856,402 (5.59) 15,635,577 15,586,674 0.31
— Net investment gains 4,933,180 5,196,607 (5.07) 9.120,378 5,538,527 64.67
— Gain on business combination - - N/A - 1,478,368 (100.00)
~ Other income and gains 4,588,066 4,033,792 13.74 8,798,954 8,751,553 0.54
Profit for the period/year
attributable to equity holders
of Guotai Junan Securities 5,016,017 5,741,577 (12.64) 9,374,143 11,508,784 (18.55)
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As illustrated in the above table, Guotai Junan Group’s total revenue and other income
was approximately RMB52.30 billion for the year ended 31 December 2023 (“FY2023”),
representing an increase of approximately 6.55% as compared to that for the year ended 31
December 2022 (“FY2022”). With reference to the Guotai Junan 2023 Annual Report, such
increase was mainly due to (i) the increase of approximately 5.74% in fee and commission
income for FY2023 as compared to that for FY2022, which was mainly due to the fact that
HuaAn Funds was consolidated as a subsidiary for a whole year for FY2023 while the revenue
of HuaAn Funds was only consolidated for two months for FY2022; and (ii) the increase of
approximately 64.67% in net investment gains for FY2023 as compared to that for FY2022,
which was mainly due to an increase in investment gains of financial instruments at fair value
through profit or loss. Notwithstanding the aforesaid increase in Guotai Junan Group’s total
revenue and other income, the profit for the year attributable to equity holders of Guotai Junan
Securities for FY2023 decreased by approximately 18.55% as compared to that for FY2022,
which was mainly due to (i) the increase in interest expenses; and (ii) the increase in other
operating expenses and costs for FY2023 as compared to those for FY2022 according to the
Guotai Junan 2023 Annual Report.

According to the above table, the Guotai Junan Group recorded a slight decrease of
approximately 1.50% in the total revenue and other income for the six months ended 30 June
2024 (“1H2024”) as compared to that for the six months ended 30 June 2023 (“1H2023""). With
reference to the Guotai Junan 2024 Interim Report, such decrease was the result of the
combined effect of (i) the decrease of approximately 2.68% in fee and commission income,
which was mainly due to that revenue of brokerage business and investment banking for
1H2024 dropped as compared to that for 1H2023; (ii) the decrease of approximately 5.59% in
interest income, which was primarily due to a decline in margin financing and securities
lending and stock pledging business for 1H2024 as compared to that for 1H2023; (iii) the
decrease of approximately 5.07% in net investment gains, which was mainly due to a decrease
in investment gains in financial instruments at fair value through profit or loss for 1H2024 as
compared to that for IH2023; and (iv) the increase of approximately 13.74% in other income
and gains, which was mainly due to increase in sales revenue of bulk commodity trading of
subsidiaries. In addition, the Guotai Junan Group also recorded a decrease of approximately
12.64% in the profit for the period attributable to equity holders of Guotai Junan Securities for
1H2024 as compared to that for 1H2023. With reference to the Guotai Junan 2024 Interim
Report, such decrease was mainly due to (i) the aforesaid decrease in the total revenue and
other income; (ii) the increase in fee and commission expenses; and (iii) the increase in accrual
of credit loss expense for 1H2024 as compared to those for 1H2023.

As at 30 June 2024, Guotai Junan Group’s cash and cash equivalents were approximately

RMB76.08 billion and equity attributable to equity holders of Guotai Junan Securities were
approximately RMB168.10 billion.
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Outlook

With reference to Guotai Junan 2024 Interim Report, Guotai Junan Securities will focus
on management empowerment, give emphasis to professional services and improve the
efficiency of corporate management, so as to continuously enhance the core competitiveness
of the main businesses and accelerate its efforts of developing itself into an investment bank
that is globally competitive with market influence.

Information on the Subscriber

With reference to the Joint Circular, the Subscriber is principally engaged in industrial
investment, capital operation and asset acquisition. As at the Latest Practicable Date, the
Subscriber holds 23.06% of the total issued shares in Guotai Junan Securities and is a
wholly-owned subsidiary of Shanghai International, which, together with its subsidiaries, hold
approximately 33.36% of the total issued shares in Guotai Junan Securities. The Subscriber is
a connected person of Guotai Junan Securities.

Reasons for and benefits of the Proposed Placement and use of proceeds

Summarised below are the reasons for and benefits of the Proposed Placement as
extracted from the sub-section headed “Proposed Placement” under the section headed “10.
Reasons and Benefits of the Proposed Merger and the Proposed Placement” of “Terms and
information of the Proposed Merger and the Proposed Placement” of the Joint Circular:

. Since the CSRC put forward the concept of strengthening the supervision of capital
market in 2024, multiple regulatory policies have been rolled out which set a clear
goal to strengthen capital market regulation, guard against risks and promote the
high-quality development of capital market after the introduction of the new
“National Nine Guidelines”. For securities firms, capital strength is a key driver to
develop capital business, improve their ability to serve the real economy, and build
core competitiveness. With the Proposed Placement, the Post-Merger Company aims
to build up its capital base, enhance capital strength, seize the growth opportunity
in the capital market as well as the securities industries, and build differentiated
competitiveness to seize strategic opportunities for the company to grow and
compete.

. Meanwhile, the Proposed Placement can help strengthen the capability of the
Post-Merger Company to mitigate risks. With the rapid and innovative development
of different businesses among securities firms, there is a growing requirement for
securities firms to manage risks. Sufficient capital base plays a critical role to
protect against various risks, as the most effective tool. Abundant capital base can
provide essential and critical buffer to guard against potential losses caused by
various risks, including market risks, transaction risks, information technology risks
and operational risks, and support high quality and sustainable growth. It is
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considered that the Proposed Placement will replenish cash flow of the Post-Merger
Company after the Proposed Merger and can strengthen the financial position of the
Post-Merger Company and provide additional funding for its business operations
and future development.

Use of proceeds

With reference to the Joint Circular, the gross proceeds of the Proposed Placement will
be no more than RMB10,000,000,000. After deducting intermediaries’ fees, the transaction
taxes and other expenses related to the Proposed Merger and the Proposed Placement, the
proceeds are intended to be used for international business (up to RMB3 billion), trading and
investment business (up to RMB3 billion), digitalisation (up to RMB1 billion) and replenishing
working capital (up to RMB3 billion).

Before the ancillary funds raised are in place, the Post-Merger Company may first apply
self-owned or self-raised funds to the above purposes based on the market condition and its
actual condition and replace such funds after the funds raised are in place.

If the amount of ancillary funds raised is insufficient to meet the purposes mentioned
above, the Post-Merger Company will adjust and make a final decision as to the priorities and
amount of investment from the proceeds based on the actual amount of ancillary funds raised.
The shortfall will be funded by the self-owned or self-raised funds of the Post-Merger
Company.

As stated in the Joint Circular, Guotai Junan Securities and Haitong Securities entered
into the Cooperation Agreement on 5 September 2024 in relation to the Proposed Merger.
Further to the Cooperation Agreement, on 9 October 2024, Guotai Junan Securities and
Haitong Securities entered into a Merger Agreement which sets forth detailed terms and
conditions for implementing the Proposed Merger. Pursuant to the Merger Agreement, the
Proposed Merger will be implemented by Guotai Junan Securities merging with Haitong
Securities by way of absorption and share exchange, namely: (1) Guotai Junan Securities will
issue Guotai Junan A Shares to the Haitong Share-Exchange Shareholders holding A shares and
Guotai Junan H Shares to the Haitong Share-Exchange Shareholders holding H shares; (2)
Guotai Junan Securities will apply to have the Guotai Junan A Shares and Guotai Junan H
Shares to be issued under the Proposed Merger listed and traded on the SSE and the Hong Kong
Stock Exchange, respectively; (3) the Haitong A Shares and Haitong H Shares will be delisted
and cancelled; (4) upon Closing, the Post-Merger Company will assume all assets, liabilities,
businesses, employees, contracts, qualifications and all other rights and obligations of Haitong
Securities; and (5) after the Closing Date, completion of the cancellation and deregistration of
the legal status of Haitong Securities, and the update of the business registration of Guotai
Junan Securities. Please refer to the Joint Circular for details.
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As stated in the Joint Circular, the purposes of the Proposed Merger are to (i) combine
top players to seize the opportunities of time and accelerate the development of a world-class
investment bank; (ii) reinforce complementary advantages and enhance core functionality to
fully establish leading core competitiveness; and (iii) optimise layout, benchmark against
world-class standards with active participation in global competition and resource allocation.

We also noted that PRC government issued various policies regarding the PRC financial
and securities industry, in particular, the support of large financial institutions to become better
and stronger, and the industry development opportunities. Summarised below are our findings:

. In November 2023, the website of the Central People’s Government of the PRC
issued an article named (FEITHEBMAEMBEEMTEER)  (Strive to Build a
Modern Financial Institution and Market System*), which outlined that cultivating
world-class investment banks and investment institutions is an inherent requirement
for better performing the hub function of the capital market and promoting the
registration-based initial public offering regime to take deeper root and become
more substantive.

«  In March 2024, CSRC issued CBRFNNHRRE Z5 2wl M2~ 555k 46 B R e —
T ESRAT G L (E1T)) (Opinions on Strengthening the Supervision
of Securities Companies and Public Funds to Accelerate the Building of First-class
Investment Banks and Investment Institutions (Trial)*), which outlined that the PRC
government should (i) appropriately expand the capital space for high-quality
financial institutions, and support leading financial institutions to optimise and
strengthen themselves through mergers and acquisitions and organizational
innovation; and (ii) encourage small and medium-sized financial institutions to
pursue differentiated development and specialized operations.

«  In April 2024, the State Council of the PRC issued <[5 B B i i B2 o i s
W) EA T = 28 B4 T /L) (the State Council’s Several Opinions on
Strengthening Regulation and Preventing Risks and Promoting the High-quality
Development of the Capital Market*), which stated that the PRC government should
(i) promote the high-quality development of securities and fund institutions, and
drive the industry to strengthen investment banking capabilities and wealth
management capabilities; (ii) support leading financial institutions to enhance their
core competitiveness through mergers and acquisitions and organizational
innovation; and (iii) encourage small and medium-sized financial institutions to
pursue differentiated development and specialized operations.

+  In September 2024, the CSRC issued <[5 & B & B A AL b i 22 =) 0 W 5 40 i 5
MR E L) (China Securities Regulatory Commission’s Opinions on Deepening
the Reform of the Market for Acquisitions and Reorganizations of Listed
Companies*), which stated that the PRC government should support mergers and
acquisitions of listed securities companies to elevate their core competitiveness and
accelerate the development of first-class investment banks.
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In respect of the financial and trading prospects and business outlook of the Post-Merger
Company, we noted from the Joint Circular that Guotai Junan Securities and Haitong Securities
are both among the comprehensive securities companies with the longest history and the largest
scale in the PRC securities industry, each with its own strengths and characteristics in terms
of operation and management. It is expected that after the Proposed Merger, the Post-Merger
Company will take the lead in terms of capital strength, customer base, domestic and overseas
network layout, comprehensive business capabilities, and international competitiveness in the
world, including the followings: (i) the Post-Merger Company will lead to a stronger and more
balanced balance sheet; (ii) through the in-depth complementarity of aspects such as business
qualifications, professional capabilities and resources, the Post-Merger Company can
significantly consolidate and further enhance its advantages in professional and comprehensive
services; (iii) the Post-Merger Company will take the lead in digital technology; (iv) the
Post-Merger Company will continue to maintain an excellent compliance and risk control
rating by sharing and co-constructing the industry’s best compliance and risk control practices;
and (v) the Post-Merger Company will achieve more efficient back-office management through
measures such as leveraging the economies of scale, and improving the efficiency in the use
of fixed assets and also achieve more effective cost control by reducing operating costs through
integrating IT and other resources, and reducing financing costs based on high credit ratings.
Please refer to the section headed “12. Financial and Trading Prospects and Business Outlook
of the Post-Merger Company” of “Terms and information of the Proposed Merger and the
Proposed Placement” of the Joint Circular for details.

Having considered the above, including:

(i) the Proposed Merger can create a large comprehensive financial institution with a
leading business scale, stronger capital strength and greater market influence, which
can fully leverage the superior resources of Guotai Junan Securities and Haitong
Securities including their respective customer, assets, talent, branding and
shareholder resources;

(i) the Proposed Merger is in line with the supportive government-issued policies
regarding the PRC financial and securities industry as mentioned above; and

(iii) the Post-Merger Company’s financial and trading prospects and business outlook,
we are of the view that the Proposed Merger is in the interests of Guotai Junan Securities and
the Guotai Junan Shareholders as a whole. Accordingly, we consider the use of proceeds from
the Proposed Placement to be fair and reasonable.

Financing alternatives
With reference to the Guotai Junan Board Letter, Guotai Junan Securities has not had any

funds raised on any issue of equity securities in the 12 months immediately preceding the
Latest Practicable Date.
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In respect of the selection of the Proposed Placement as ancillary financing activity to the
Proposed Merger, we performed the following works:

. We discussed with Guotai Junan Directors and understood that the issuance of new
shares to specific investors is a very common approach as ancillary financing
activity to a material asset restructuring transaction.

We noted from the Administrative Measures for Restructuring that a listed company
may raise supporting funds in parallel at prices that satisfy relevant provisions
should the listed company purchases assets by way of issuance of consideration
shares.

Furthermore, based on our independent research, we identified over 10 initial
proposal in respect of material asset restructuring transaction with ancillary
financing as published by A-share listed companies from 1 January 2024 to the Last
Trading Date, being an approximate eight-month period the duration of which is
sufficient for our research purpose and can reflect the recent market practice
regarding the ancillary financing of material asset restructuring transaction.
According to the aforesaid initial proposal, all relevant listed companies adopted the
issuance of new shares to specific investors as ancillary financing activity.

+  We noted from an article named < 38 BT A B £ 58 A AL il 6 S5 4 PR AE B 1
WAFCE ) (Shanghai Stock Exchange’s Spokesperson Answered Reporters’
Questions Regarding the Optimisation of Refinancing Regulations*) published on
the Shanghai Stock Exchange’s website that, among other things, (i) SSE strictly
restricted re-financing activities (Note) of listed issuer with certain circumstances,
including but not limited to closing price of A shares of a listed issuer on any trading
day during the 20-trading day period immediately prior to date of board meeting for
re-financing proposal or the commencement of issuance being lower than net asset
value per share for the latest financial year or the latest financial report period of the
listed issuer; and (ii) re-financing activities with all subscribers (being controlling
shareholders, de facto controller or strategic investors) being confirmed on the board
meeting for re-financing of the listed issuer will not be subject to the aforesaid
restriction on re-financing activities (the “Excluded Circumstance”).

We noted that closing prices of Guotai Junan A Shares for each of 20 trading days
immediately prior to the Guotai Junan Board meeting on 9 October 2024 in respect
of the Proposed Merger were lower than the latest audited net asset value per Guotai
Junan Share.

. As advised by the Guotai Junan Directors, there will be uncertainties of conducting
re-financing activity after the completion of Proposed Merger, e.g. review and
approval procedures of regulator(s). In addition, as the Proposed Placement is
proposed to be undertaken concurrently with the Share Exchange, the proceeds from
the Proposed Placement may be utilised for the Post-Merger Company much earlier
than proceeds from re-financing activity after the completion of Proposed Merger.

Note: As advised by the Guotai Junan Directors, the re-financing includes public issuance/rights issue and non-public
issuance.
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. As the Subscriber is a controlling shareholder of Guotai Junan Securities under the
SSE Listing Rules, the Subscriber fulfilled the identity requirement of the Excluded
Circumstance and Guotai Junan Securities could conduct re-financing activity under
this circumstance. Furthermore, the Proposed Placement also demonstrated
Shanghai International’s (being the controlling shareholder of Guotai Junan
Securities and the sole shareholder of the Subscriber) confidence in the prospects of
the Post-Merger Company.

Having considered the above, in particular (i) issuance of new shares to specific investors
is a very common approach as ancillary financing activity to a material asset restructuring
transaction; (ii) the restriction on re-financing activities for certain circumstances as illustrated
in the article and the performance of Guotai Junan A Shares prior to the Guotai Junan Board
meeting on 9 October 2024; and (iii) the Proposed Placement falling under the Excluded
Circumstance and demonstrating confidence of Guotai Junan Securities’ controlling
shareholder in the prospects of the Post-Merger Company, we concur with the Guotai Junan
Directors that the Proposed Placement is an appropriate fund raising method currently
available to the Guotai Junan Group.

Having also considered the abovementioned reasons, in particular that (i) the Proposed
Placement is an appropriate fund raising method currently available to the Guotai Junan Group;
(i1) the proposed use of proceeds from Proposed Placement is fair and reasonable; and (iii) the
Proposed Placement demonstrated Shanghai International’s (being the controlling shareholder
of Guotai Junan Securities) confidence in the prospects of the Post-Merger Company, we are
of the opinion that although the Proposed Placement is not conducted in the ordinary and usual
course of business of the Guotai Junan Group, the Proposed Placement is fair and reasonable
and in the interests of Guotai Junan Securities and the Guotai Junan Shareholders as a whole.

2. Principal terms of the Proposed Placement

Set out below are the summarised terms of the Proposed Placement as contemplated under
the Placement Subscription Agreement, details of which are set out under the section headed
“6. Proposed Placement of Placement A Shares” of “Terms and information of the Proposed
Merger and the Proposed Placement” of the Joint Circular.

Date: 9 October 2024 (the “Agreement Date”)

Parties: (a) Guotai Junan Securities (as issuer); and

(b) Subscriber (as subscriber).

Issuance size: Up to RMB10 billion; and up to 626,174,076 Placement A Shares
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Conditions The Placement Subscription Agreement shall become effective upon

precedent: satisfaction of the following conditions:

(i) 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 Guotai
Junan Shareholders present and voting in person or by proxy at
the Guotai Junan EGM to approve the Proposed Placement;

(i1) 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 Haitong
Shareholders present and voting in person or by proxy at each
of the Haitong EGM, the Haitong H Shareholders’ Class
Meeting and the Haitong A Shareholders’ Class Meeting to

approve the Proposed Placement;

(i11) the approval, filing or registration (if applicable) by Shanghai
SASAC, SSE and CSRC in respect of the Proposed Placement
having been obtained and remaining in effect;

(iv) the Merger Agreement becoming effective; and

(v) the approval by the shareholder of the Subscriber in respect of
the Proposed Placement having been obtained.

Source of funds: Internal resources of the SubscriberV™ .

Note: The Subscriber undertook that (i) its assets are in good condition and there are no adverse factors
jeopardizing its obligation to settle the consideration for the Proposed Placement timely in full; (ii) the
consideration shall be funded by internal resources of the Subscriber and there are no agreements or
other arrangements between the Subscriber and Guotai Junan Securities in relation to provision of
financial assistance by Guotai Junan Securities or its substantial shareholders directly or through other
parties; and (iii) the Subscriber shall be responsible for any damages caused to Guotai Junan Securities
due to a breach of the undertaking.

Issue price:

The issue price has been set at a fixed price of RMB15.97 per Placement A Share (the
“Issue Price”).

Pursuant to Applicable Laws, the Issue Price for Placement A Shares shall not be lower
than the higher of (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 Junan Securities and deducting the Guotai Junan 2024 Interim
Dividend and Guotai Junan 2023 Final Dividend.
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The Issue Price for each Placement A Shares of RMB15.97 represents/is:

(1)

(ii)

(iii)

(iv)

v)

a premium of (a) approximately 9.76% over the closing price of each Guotai Junan
A Share of RMB14.55; and (b) approximately 122.42% over the closing price of
each Guotai Junan H Share of HK$7.91 (equivalent to approximately RMB7.18) as
of the Last Trading Date, after deducting Guotai Junan 2024 Interim Dividend;

a premium of (a) approximately 12.78% over the volume-weighted average price of
RMB14.16 of each Guotai Junan A Share; and (b) approximately 128.80% over the
volume-weighted average price of each Guotai Junan H Share of HKS$7.69
(equivalent to approximately RMB6.98) for the 20 trading days immediately prior
to the date of the Joint Announcement, after deducting Guotai Junan 2024 Interim
Dividend;

a premium of approximately 15.47% over the Market Reference Price of RMB13.83
of each Guotai Junan A Share for the 60 trading days immediately prior to the date
of the Joint Announcement, after deducting the Guotai Junan 2024 Interim
Dividend;

a (a) discount of approximately 18.69% to the closing price of each Guotai Junan A
Share of RMB19.64; and (b) premium of approximately 51.66% over the closing
price of each Guotai Junan H Share of HK$11.60 (equivalent to approximately
RMB10.53) as of the Latest Practicable Date; and

approximately equal to the audited net asset value of RMB15.97 per share
attributable to ordinary shareholders of Guotai Junan Securities as of 31 December
2023, after adjusting for the Guotai Junan 2023 Final Dividend and deducting the
Guotai Junan 2024 Interim Dividend (the “Adjustment and Deduction for 2023 &
2024 Dividends”).
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Analysis on the issue price

In order to assess the fairness and reasonableness of the Issue Price, we conducted the
following analysis:

(a) Guotai Junan Shares performance

Set out below is a chart showing the movement of the closing prices of Guotai Junan
Shares as quoted on the SSE and the Hong Kong Stock Exchange during the period from
3 October 2023 to the Agreement Date, being a period of approximately one year up to
and including the Agreement Date (the “Guotai Junan Shares Review Period”), which
is commonly adopted for analysis and the duration of such period (number of trading
days) is sufficient for us to perform a thorough analysis on the historical performance of
Guotai Junan Shares. The comparison of the daily closing price of Guotai Junan Shares
and the Issue Price is illustrated as follows:

Historical daily closing price per Guotai Junan Share
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Source: Wind Financial Terminal

Notes:

1. Trading of Guotai Junan A Shares and Guotai Junan H Shares were halted from the start of trading hours
on the SSE and the Hong Kong Stock Exchange on 6 September 2024 and resumed form the start of
trading hours on the SSE and the Hong Kong Stock Exchange on 10 October 2024.

2. Trading days of Guotai Junan A Shares and Guotai Junan H Shares may vary.

3. Closing prices of Guotai Junan H Shares were in RMB equivalent.
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During the Guotai Junan Shares Review Period:

. the lowest and highest closing prices of Guotai Junan A Shares as quoted on the
SSE were RMB13.05 (or RMB12.50 after the Adjustment and Deduction for
2023 & 2024 Dividends) per Guotai Junan A Share recorded on 12 April 2024
and RMB15.29 (or RMB14.74 after the Adjustment and Deduction for 2023 &
2024 Dividends) per Guotai Junan A Share recorded on 6 November 2023 and
15 November 2023, respectively; and

. the closing prices of Guotai Junan A Shares were substantially higher than the
closing prices of Guotai Junan H Shares, with premiums ranging from 88.78%
to 129.99% according to Wind Financial Terminal.

The Issue Price of RMB15.97 per Placement A Share is above the Guotai Junan A
Shares’ closing price range during the Guotai Junan Shares Review Period, representing
a premium of approximately 22.38% (or approximately 27.76% after the Adjustment and
Deduction for 2023 & 2024 Dividends) over the lowest closing price of Guotai Junan A
Shares and a premium of approximately 4.45% (or approximately 8.34% after the
Adjustment and Deduction for 2023 & 2024 Dividends) over the highest closing price of
Guotai Junan A Shares during the Guotai Junan Shares Review Period.

From the start of the Guotai Junan Shares Review Period to 18 March 2024, the
closing prices of Guotai Junan A Shares fluctuated between RMB14.14 to RMB15.29.
Subsequently, the closing prices of Guotai Junan A Shares formed a decreasing trend and
hit the lowest at RMB13.05 on 12 April 2024.

Since 13 April 2024, the closing prices of Guotai Junan A Shares followed an
upward trend and recorded at RMB14.70 on 5 September 2024 (being the Last Trading
Date).

Subsequent to the trading resumption of Guotai Junan Shares from 10 October 2024,
the closing prices of Guotai Junan Shares substantially increased from RMB14.70 and
HK$8.07 on 5 September 2024 to RMB19.64 and HK$11.60 on the Latest Practicable
Date respectively. As advised by the Directors, save for (i) the publication of Joint
Announcement; and (ii) recent boost in the PRC stock market due to favourable policies
promulgated by the PRC government, the Guotai Junan Directors were not aware of any
specific event which may cause the surge of the Guotai Junan Shares prices.

(b) Comparable transactions

As part of our analysis, we searched for transactions regarding issuance of new A
shares by the PRC listed companies for the purpose of ancillary fund raising for
acquisition or restructuring which were announced by the PRC listed companies from 1
January 2024 up to and including the Agreement Date with corresponding issue price
being fixed as at date of relevant proposal. We (i) identified only two transactions which
met the aforesaid criteria; and (ii) noted that the price determination date of issue price
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for ancillary fund raising contemplated under acquisition or restructuring transactions

would be the first day of the issuance period. Based on the aforesaid, we relaxed our

selection criteria to include those with price determination date being the first day of the

issuance period but issue price having been fixed as such transaction fulfil issuance

requirements and falling in the aforesaid review period. We found seven transactions (the

“Comparable Transactions”) which met the said criteria and they are exhaustive.

Shareholders should note that the businesses, operations and prospects of Guotai Junan

Securities are not the same as the subject companies of the Comparable Transactions.

Company name (stock code)

CCCC Design & Consulting
Group Co., Ltd. (SH600720)
Rigol Technologies Co., Ltd.
(SH688337)
Avicopter Ple (SH600038)
Shanghai Lujiazui Finance &
Trade Zone Development Co.,
Ltd. (SH600663 & SH900932)
Sichuan New Energy Power
Company Limited (SZ000155)
IDM JingDa Machine (Ningbo)
Co., Ltd (SH603088)
Shenzhen Coship Electronics
Co., Ltd. (52002052)

Guotai Junan Securities

Price determination

date

20 September 2024
19 September 2024
9 July 2024

14 June 2024

28 May 2024

30 April 2024

22 January 2024
Maximum:
Minimum:
Average:

Median:

10 October 2024

Source: Wind Financial Terminal

Note: Relevant interim/final dividend was deducted from the calculation of average trading price.

Premium/(discount)

of the issue price
over/to the trading
price per share on
last trading day
immediately prior
to the price
determination date
(the “PDD
Discount”)

(%)

(14.20)
(1.97)

(13.71)
(17.77)

(23.30)

(197
(23.30)
(14.84)
(14.20)

10.37 (Note)
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Premium/(discount)

Premium/(discount) Premium/(discount)

of the issue price

of the issue price

of the issue price over/to the average over/to the average

over/to the average
trading price per
share for the last 5
consecutive trading
days immediately
prior to the price
determination date
(the “5 Days
Discount”)

(%)

(12.59)
(11.50)
(14.82)

(18.59)

(11.48)

10.75 (Note)

trading price per
share for the last
20 consecutive
trading days
immediately prior
to the price
determination date
(the “20 Days
Discount”)

(%)

(15.03)

(8.74)

(16.45)

(19.80) (Note)

(11.78)

(19.90)

(19.80)

12.78 (Note)

trading price per
share for the last
60 consecutive
trading days
immediately prior
to the price
determination date
(the “60 Days
Discount”)

(%)

(19.70)

(8.85)

(19.33) (Note)
(13.55) (Note)

15.47 (Note)
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As depicted in the above table:

(i) the PDD Discount of the Comparable Transactions ranged from discount of
approximately 23.30% to discount of approximately 7.97%, with average
discount of approximately 14.84% and median discount of approximately
14.20%;

(i1) the 5 Days Discount of the Comparable Transactions ranged from discount of
approximately 22.17% to discount of approximately 11.48%, with average
discount of approximately 15.19% and median discount of approximately
14.82%;

(iii) the 20 Days Discount of the Comparable Transactions ranged from discount of
approximately 19.90% to discount of approximately 8.74%, with average
discount of approximately 15.93% and median discount of approximately
16.45%; and

(iv) the 60 Days Discount of the Comparable Transactions ranged from discount of
approximately 19.70% to discount of approximately 8.36%, with average
discount of approximately 13.97% and median discount of approximately
13.55%.

The Issue Price, which represented (i) a premium of approximately 10.37% over the
trading price on the Last Trading Date; (ii) a premium of approximately 10.75%, 12.78%
and 15.47% over the average closing price for the last 5, 20 and 60 consecutive trading
days immediately prior to the price determination date respectively, are all above the
market ranges of the Comparable Transactions.

(¢) Our conclusion on the Issue Price

In view of that (i) the comparison between the Issue Price and Guotai Junan
Securities’ recent closing prices as mentioned above; (ii) the Issue Price is above the
Guotai Junan A Shares’ closing price range (which were substantially higher than the
closing prices of Guotai Junan H Shares with premiums ranging from 88.78% to
129.99%) during the Guotai Junan Shares Review Period; (iii) the premium of the Issue
Price over Guotai Junan Securities’ recent market prices (i.e. trading price as at the Last
Trading Day and average trading price for the last 5, 20 and 60 trading days immediately
before the price determination date) are all above the market ranges of the Comparable
Transactions, we are of the opinion that the Issue Price is fair and reasonable.

Completion:

Upon receiving a payment notice from Guotai Junan Securities, the Subscriber shall pay
by cash in one instalment the subscription amount. Such payment notice shall be provided at
least 10 working days prior to the payment deadline.
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The undertaking of the Proposed Placement is subject to and conditional upon the
Proposed Merger, whilst the Proposed Merger is not conditional upon the undertaking of the
Proposed Placement. Details of the Proposed Merger are set out under the section headed ‘2.
Terms of the Proposed Merger” of “Terms and Information of the Proposed Merger and the
Proposed Placement” of the Joint Circular.

Lock-up:

Unless transfers are permitted by Applicable Laws, the Placement A Shares subscribed by
the Subscriber pursuant to the Proposed Placement shall be subject to a lock-up period of 60
months from the date 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 reserves into share capital with respect to the Placement A Shares shall
also be subject to the aforementioned lock-up period. Upon expiry of the lock-up period,
transfers of the Placement A Shares shall be conducted in accordance with relevant rules of the
CSRC and the SSE.

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

The Subscriber undertook to comply with the lock-up provisions as set out above.

We noted from (FEIRA AATEGT A 384 TAESE 5126 109878 752 w1 & 1 RN I e
) (Guidelines for Administrative Licensing Review of Securities Companies No. 10 —
Capital Increase and Equity Change of Securities Companies*) that, the participating
shareholders (AJKEH) (who is the controlling shareholder of the securities company, or
shareholder controlled by it or its de facto owner) shall not transfer their shares in the securities
company within 60 months from the date of obtaining such shares.

Based on the above, the lock-up arrangement under the Proposed Placement is in
compliance with the relevant requirement by PRC regulations. Hence, we consider such
lock-up arrangement under the Proposed Placement to be justifiable.

Accumulated undistributed profits arrangement

Any accumulated profits of Guotai Junan Securities which remain undistributed prior to
the date of issue of the Placement A Shares shall be for the benefit of the shareholders of the
Post-Merger Company as a whole.

Our conclusion on terms of the Proposed Placement

Having reviewed and considered the terms of the Proposed Placement, in particular the
key terms as listed above (including the Issue Price being fair and reasonable, lock-up
arrangement to be justifiable; and no abnormal term observed), we are of the view that the

terms of the Proposed Placement are on normal commercial terms and are fair and reasonable.

— 124 -



LETTER FROM GUOTAI JUNAN IFA

3. Possible dilution effect on the shareholding interests of the public shareholders

With reference to the shareholding table in the section headed “(3) Shareholding Structure
Chart before and after the Proposed Merger and Proposed Placement” of “Terms and
Information of the Proposed Merger and the Proposed Placement” of the Joint Circular, the
shareholding interests of the Shareholders other than Shanghai International in the Post-Merger
Company (the “Other Post-Merger Company Shareholders”) would be diluted by
approximately 2.93 percentage points from approximately 82.53% immediately after the
Closing Date to approximately 79.60% immediately after the Proposed Placement (assuming
that 626,174,076 Placement A Shares will be issued under the Proposed Placement and none
of the Guotai Junan Dissenting Shareholders nor Haitong Dissenting Shareholders exercise
their respective Guotai Junan Put Option and Haitong Put Option).

Nonetheless, in view of (i) the reasons for and the possible benefits of the Proposed
Placement (i.e. (a) the Proposed Placement is an appropriate fund raising method currently
available to the Guotai Junan Group; (b) the proposed use of proceeds from Proposed
Placement is fair and reasonable; and (c) the Proposed Placement by the Subscriber (being a
wholly-owned subsidiary of Shanghai International) demonstrated Shanghai International’s
confidence in the prospects of the Post-Merger Company); and (ii) the terms of the Proposed
Placement being fair and reasonable, we are of the view that the aforementioned level of
dilution to the shareholding interests of the Other Post-Merger Company Shareholders was
acceptable.

RECOMMENDATION

Having taken into consideration the factors and reasons as stated above, we are of the
opinion that (i) the terms of the Proposed Placement are on normal commercial terms and are
fair and reasonable; and (ii) although the Proposed Placement is not conducted in the ordinary
and usual course of business of the Guotai Junan Group, it is in the interests of the Guotai
Junan Group and the Guotai Junan Shareholders as a whole. Accordingly, we recommend the
Guotai Junan IBC to advise the Independent Guotai Junan Shareholders to vote in favour of the
resolutions in relation to the Proposed Placement to be proposed at the Guotai Junan EGM and
we recommend the Independent Guotai Junan Shareholders to vote in favour of the resolutions
in this regard.

Yours faithfully,
For and on behalf of
Gram Capital Limited
Graham Lam

Managing Director

Note: Mr. Graham Lam is a licensed person registered with the Securities and Futures Commission and a responsible
officer of Gram Capital Limited to carry out Type 6 (advising on corporate finance) regulated activity under
the SFO. He has around 30 years of experience in investment banking industry.
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VA b 18 BB Ay A Phon 3]
HAITONG SECURITIES CO., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 06837)

Executive Directors: Registered Office:
Mr. Zhou Jie (Chairman) No. 689 Guangdong Road
Mr. Li Jun (General manager) Shanghai
Mr. Han Jianxin the PRC
Non-executive Directors: Business Address:
Mr. Tu Xuanxuan Haitong Bund Finance Plaza
Mr. Shi Lei No. 888 South Zhongshan Road
Ms. Xiao Hehua Huangpu District
Mr. Xu Jianguo Shanghai
the PRC
Independent Non-executive Directors:
Mr. Zhou Yu Principal Place of Business
Mr. Fan Ren Da Anthony in Hong Kong:
Mr. Mao Fugen 15/F, One Island South
Mr. Mao Huigang 2 Heung Yip Road
Wong Chuk Hang
Hong Kong

22 November 2024
To Shareholders
Dear Sir or Madam,
1 INTRODUCTION

Guotai Junan Securities and Haitong Securities entered into the Cooperation Agreement
on 5 September 2024 in relation to the Proposed Merger. Further to the Cooperation
Agreement, on 9 October 2024, Guotai Junan Securities and Haitong Securities entered into the
Merger Agreement with respect to the Proposed Merger which sets forth detailed terms and
conditions for implementing the Proposed Merger. Guided by the principles of combining the
strengths of two well-recognised and renowned businesses in the sector, achieving synergies
and implementing a merger of equals, Guotai Junan Securities and Haitong Securities are
proposing to merge by way of absorption and a share-for-share exchange. Through the
Proposed Merger, Guotai Junan Securities and Haitong Securities are committed to enriching
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the advancement of the financial system and services of China and the promotion of Shanghai’s
strategic role as an international financial centre, and becoming a global leader in terms of
strategic capabilities, professionalism, corporate governance, compliance, risk management,
talents and industry culture, by benchmarking with international peers. Upon implementation,
the Proposed Merger will take the form of a merger by absorption by Guotai Junan Securities
issuing, on the basis of a single Exchange Ratio, Guotai Junan A Shares and Guotai Junan H
Shares to all the holders of Haitong A Shares and Haitong H Shares, respectively, in exchange
for all of the issued shares of Haitong Securities. To raise ancillary fundings to increase the
capital, support the development for business lines of the Post-Merger Company and replenish
the working capital, the Proposed Placement will be undertaken concurrently with the Share
Exchange.

Upon Closing, the Post-Merger Company will assume all assets, liabilities, businesses,
employees, contracts, qualifications and all other rights and obligations of Haitong Securities.
Following Closing, the Post-Merger Company will adopt a new company name and will
implement a series of measures to establish a new corporate governance and management
structure, development strategy and corporate culture in accordance with Applicable Laws and
the specific circumstances of the Proposed Merger.

Upon satisfaction of all the Conditions to the Proposed Merger, Haitong Securities will
also apply to the Hong Kong Stock Exchange and SSE for a voluntary withdrawal of the listing
of relevant Haitong Shares from the Hong Kong Stock Exchange and SSE.

The purpose of this Joint Circular is to provide you with, amongst other things:

(i) further details and other matters in respect of the Merger Agreement, the Proposed
Merger and the Proposed Placement;

(i) relevant information in relation to the Post-Merger Company;

(ii1) a letter of advice issued by the Haitong IFA to the Haitong IBC in respect of the
Proposed Merger and the Proposed Placement;

(iv) recommendations and advice from the Haitong IBC in respect of the Proposed
Merger and the Proposed Placement; and

(v) notices for the Haitong EGM and the Haitong H Shareholders’ Class Meeting to be

convened to consider and, if thought fit, approve the Merger Agreement, the
Proposed Merger, the Proposed Placement and the relevant arrangements.
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2 TERMS AND INFORMATION OF THE PROPOSED MERGER AND THE
PROPOSED PLACEMENT

Your attention is drawn to the key terms and information of the Proposed Merger and the
Proposed Placement as set out in the section headed “Terms and Information of the Proposed
Merger and the Proposed Placement” in this Joint Circular, which form part of this letter and
are incorporated by reference into this letter. This letter should be read in conjunction with the
full text of the section headed “Terms and Information of the Proposed Merger and the
Proposed Placement” in this Joint Circular.

With regards to the intention of Guotai Junan Securities as set out in “11. Business
Strategies, Strategic Objectives and Specific Measures of the Post-Merger Company” and 9.
Arrangements for Employees under the Proposed Merger” in the section headed “Terms and
Information of the Proposed Merger and the Proposed Placement”, the Haitong Board is of the
view that the plans for Haitong Securities and its employees are fair and reasonable and in the
interests of Haitong Securities’ employees.

3 SPECIAL RESOLUTIONS TO BE PROPOSED AT THE HAITONG EGM AND
HAITONG H SHAREHOLDERS’ CLASS MEETING

Haitong Board has resolved to propose the following resolutions at the Haitong EGM and
Haitong H Shareholders’ Class Meeting, as applicable, to approve the proposals of the
Proposed Merger (including the Special Deal) and the Proposed Placement, details of which are
set out below:

(I) A resolution will be proposed at the Haitong EGM to approve that the Proposed
Merger has complied with the requirements of the relevant laws and regulations in
relation to the material asset restructuring of listed companies pursuant to the PRC
Securities Law, the Administrative Measures for Restructuring, the Guideline No. 9
for the Regulation of Listed Companies — Regulatory Requirements for Listed
Companies’ Planning and Implementation of Material Asset Restructurings, the
Guideline No. 6 of Shanghai Stock Exchange for Self-Regulation Rules for Listed
Companies — Material Asset Restructuring, the Rules of the Shanghai Stock
Exchange on Review of Material Asset Restructuring of Listed Companies and other
laws and regulations.

(2) A resolution will be proposed at the Haitong EGM and Haitong H Shareholders’
Class Meeting to approve the proposal of the Proposed Merger and the Proposed
Placement:

Details of the Proposed Merger

(a) Parties to the Proposed Merger: Guotai Junan Securities and Haitong
Securities.
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(b)

(c)

(d)

©)

()

Method of the Proposed Merger: the Proposed Merger will be implemented
by Guotai Junan Securities merging with Haitong Securities by way of
absorption and a share-for-share exchange, namely: Guotai Junan Securities
will issue Guotai Junan A Shares to the Haitong Share-Exchange Shareholders
holding A shares and Guotai Junan H Shares to the Haitong Share-Exchange
Shareholders holding H shares; Guotai Junan Securities will apply to have the
Guotai Junan A Shares and Guotai Junan H Shares to be issued under the
Proposed Merger listed and traded on the SSE and the Hong Kong Stock
Exchange, respectively; and the Haitong A Shares and Haitong H Shares will
be delisted and cancelled.

Class and par value of the Guotai Junan Shares to be issued upon Share
Exchange: Guotai Junan Securities will issue Guotai Junan A Shares (with a
RMB denominated par value of RMB1.00 each) to the Haitong Share-
Exchange Shareholders holding A shares; and Guotai Junan H Shares (with a
RMB denominated par value of RMB1.00 each) to the Haitong Share-
Exchange Shareholders holding H shares.

Share Exchange targets and Record Date for Share Exchange: the targets
of the Share Exchange are all registered Haitong Shareholders on the register
of shareholders after market closes on the Record Date for Share Exchange. As
at the Record Date for Share Exchange, Haitong A Shares and Haitong H
Shares held by those Haitong Shareholders who have not declared, have
partially declared, have been ineligible to declare or have invalidly declared
the exercise of the Haitong Put Option, and Haitong Shares held by the Haitong
Put Option Provider(s) as a result of their provision of the Haitong Put Option
will all be exchanged into Guotai Junan Shares issued for the Proposed Merger
based on the Exchange Ratio.

Exchange price and Exchange Ratio: having taken into account the Market
Reference Prices of the A shares of Guotai Junan Securities and Haitong
Securities, and after deducting the Guotai Junan 2024 Interim Dividend and
Haitong 2024 Interim Dividend, respectively, the exchange price of Guotai
Junan A Shares is RMB13.83 per share and the exchange price of Haitong A
Shares is RMBS8.57 per share, which leads to the Exchange Ratio of 0.62:1; and
the exchange price of Guotai Junan H Shares is HK$7.73 per share and the
exchange price of Haitong H Shares is HK$4.79 per share, being the Exchange
Ratio multiplied by the exchange price of Guotai Junan H Shares.

Number of Guotai Junan Shares to be issued under the Share Exchange:
based on the Exchange Ratio, Guotai Junan Securities will issue 5,985,871,332
Guotai Junan A Shares and 2,113,932,668 Guotai Junan H Shares for the Share
Exchange.
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()

(h)

)

(k)

Place of listing of the Guotai Junan Shares to be issued under the Share
Exchange: the Guotai Junan A Shares to be issued under the Share Exchange
will be listed and traded on the main board of the SSE; and the Guotai Junan
H Shares to be issued under the Share Exchange will be listed and traded on
the main board of the Hong Kong Stock Exchange.

Arrangements for Haitong Share-Exchange Shareholder who holds
Haitong Shares with Share Restrictions: for Haitong Shares that are subject
to pledges, freezing orders or other legal restrictions on transfer, such Haitong
Shares will be converted into Guotai Junan Shares during the Share Exchange.
The pledges, freezing orders or other restrictions will continue to be effective
on the corresponding Guotai Junan Shares issued under the Share Exchange.
The treasury Haitong A Shares will also be exchanged for Guotai Junan A
Shares under the Share Exchange and the Proposed Merger and will become
treasury shares of the Post-Merger Company upon Closing.

Protection mechanism for the interests of Guotai Junan Dissenting
Shareholders: to protect the interests of the Guotai Junan Shareholders,
Guotai Junan Put Options will be provided to the Guotai Junan Dissenting
Shareholders, details of which are set out in the paragraph headed “2. Terms of
the Proposed Merger — (3) Put Options and Dissenting Shareholders who
Exercise the Put Options” under the section headed “Terms and Information of
the Proposed Merger and the Proposed Placement” in this Joint Circular.

Protection mechanism for the interests of Haitong Dissenting Shareholders
(including the Special Deal): to protect the interests of the Haitong
Shareholders, Haitong Put Options will be provided to the Haitong Dissenting
Shareholders, details of which are set out in the paragraph headed “2. Terms of
the Proposed Merger — (3) Put Options and Dissenting Shareholders who
Exercise the Put Options” under the section headed “Terms and Information of
the Proposed Merger and the Proposed Placement” in this Joint Circular.

Disposal of creditors’ rights and debts involved in the Proposed Merger
and the Proposed Placement: Guotai Junan Securities and Haitong Securities
will undertake the procedures relating to creditors’ notification and
announcement in accordance with the relevant laws and regulations, and will,
based on the requests raised by their respective creditors within the statutory
period, either make or provide or cause a third party to make or provide early
repayment or provide separate guarantee to such creditors for their
indebtedness in accordance with the applicable laws and regulations.
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(1) Transfer of assets: following the Closing Date, the ownership of all assets of
Haitong Securities (including but not limited to all land, real estate,
trademarks, patents, software copyrights, franchise rights, projects under
construction and other assets) and the rights, interests, liabilities and
obligations related to it shall be assumed by the Post-Merger Company.

(m) Arrangements for employees: following the Closing Date, the employment
contracts of all employees of Guotai Junan Securities (including those of its
branches and business departments) will continue with the Post-Merger
Company and the employment contracts of all employees of Haitong Securities
(including those of its branches and business departments) will be assumed by
and continue with the Post-Merger Company.

(n) Arrangements for the Transitional Period: during the Transitional Period,
except for matters that have been agreed in writing in advance between, or
have been or should have been known to, Guotai Junan Securities and Haitong
Securities, Guotai Junan Securities and Haitong Securities shall maintain
stability in their assets, businesses, employees and operations and operate
independently in accordance with their past practices and operating methods.
Guotai Junan Securities and Haitong Securities will not make any significant
decisions that are inconsistent with its ordinary course of business nor engage
in any activities that may give rise to significant debts, obligations, or
liabilities, and that may have a material adverse effect on their operations and
financial condition.

(o) Arrangements for profit distribution and accumulated profits: save for the
Guotai Junan 2024 Interim Dividend and Haitong 2024 Interim Dividend,
before the Closing Date, Guotai Junan Securities and Haitong Securities shall
not undertake any ex-rights or ex-dividend actions such as distribution of
profits, conversion and capitalisation of reserves into share capital and rights
issues. Any accumulated profits of Guotai Junan Securities and Haitong
Securities which remain undistributed up to the Closing Date shall be shared
for the benefit of the new and existing shareholders of the Post-Merger
Company according to their shareholding ratio. After the Closing Date, the
Post-Merger Company will consider and make arrangements for profit
distribution by comprehensively taking into account factors including net
profits for the year and cashflow requirements as a whole.

Details of the Proposed Placement

(a) Fundraising amount under the Proposed Placement: Up to RMB10 billion.

(b) Class and par value of the Placement A Shares: Placement A Shares are A
shares with a RMB denominated par value of RMB1.00 each.
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(c)

(d)

()

()

(2)

(h)

(1)

Pricing basis, date of pricing and issue price of the Placement A Shares:
The date of pricing of the Proposed Placement is the date of the announcement
of the resolutions of the 28th extraordinary meeting of the sixth session of the
Guotai Junan Board. The issue price of the Proposed Placement shall not be
lower than the higher of (a) 80% of the volume-weighted average price for the
20 trading days of Guotai Junan A Shares immediately prior to the date of
pricing and (b) the audited net asset value per share attributable to ordinary
shareholders of the parent company of Guotai Junan Securities as of the end of
the most recent year to the date of the pricing. If Guotai Junan Securities
undertakes any ex-rights or ex-dividend event from the balance sheet date to
the issue date, the net asset value per share will be adjusted accordingly.
According to such pricing basis, after deducting the Guotai Junan 2024 Interim
Dividend and Guotai Junan 2023 Final Dividend, the issue price has been set
at a fixed price of RMB15.97 per Placement A Share.

Issuance targets and method of subscription of the Proposed Placement:
the Subscriber will subscribe for all the Placement A Shares in cash.

Number of the Placement A Shares to be issued: up to RMB10 billion. Based
on the issue price of RMB15.97 per Placement A Share, the number of
Placement A Shares shall be up to 626,174,076 shares.

Place of listing of the Placement A Shares to be issued: upon expiry of the
lock-up period, Placement A Shares will be listed and traded on the main board
of the SSE.

Lock-up period for the Placement A Shares to be issued: the Placement A
Shares subscribed by the Subscriber pursuant to the Proposed Placement shall
not be transferred for a period of 60 months from the completion date of the
issue of A shares, except for transfer permitted by Applicable Laws. Any
additional shares as a result of certain circumstances including bonus issues or
conversion of capital reserves into share capital shall also be subject to the
aforementioned lock-up period.

Use of proceeds of the Proposed Placement: intended to be used for purposes
including international business, trading and investment business,
digitalisation and replenishing working capital (after deducting intermediaries’
fees, the transaction taxes and other expenses related to the Proposed Merger
and the Proposed Placement).

Arrangements for profit distribution and accumulated profits: any
accumulated profits prior to the completion of the Proposed Placement shall be
for the benefit of the new and existing shareholders according to their
shareholding ratio after the Proposed Placement.
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(3)

(4)

(5)

(6)

(7

(8)

)]

Effective period of the resolution

The resolution shall be effective for 12 months from the date of its approval by
Haitong EGM, Haitong H Shareholders’ Class Meeting and Haitong A Shareholders’
Class Meeting.

A resolution will be proposed at the Haitong EGM regarding the MAR Report and
its extract prepared in accordance with the Administrative Measures for
Restructuring, the Standards for the Contents and Formats of Information Disclosure
by Companies Offering Securities to the Public No. 26 - Material Asset
Restructurings of Listed Companies and other laws and regulations.

A resolution will be proposed at the Haitong EGM and Haitong H Shareholders’
Class Meeting regarding the execution of the Merger Agreement, which included
terms and arrangements including the Proposed Merger, the Guotai Junan Put
Option, the Haitong Put Option, the arrangements during the Transitional Period, the
disposal of debts involved in the Proposed Merger, the arrangement for employees,
Closing of the Proposed Merger, effectiveness and termination of the Merger
Agreement, liabilities for breach of the Merger Agreement, governing law and
dispute resolution.

A resolution will be proposed at the Haitong EGM regarding that the Proposed
Merger constitutes material asset restructuring of Haitong Securities pursuant to the

2023 audit reports of Haitong Securities and Guotai Junan Securities.

A resolution will be proposed at the Haitong EGM regarding that the Proposed
Merger does not constitute a related party transaction of Haitong Securities.

A resolution will be proposed at the Haitong EGM regarding that the Proposed
Merger and the Proposed Placement have complied with the requirements under
section 11 of the Administrative Measures for Restructuring.

A resolution will be proposed at the Haitong EGM regarding that the Proposed
Merger and the Proposed Placement have complied with the requirements under
section 4 of the Guideline No. 9 for the Regulation of Listed Companies —
Regulatory Requirements for Listed Companies’ Planning and Implementation of
Material Asset Restructurings.

A resolution will be proposed at the Haitong EGM regarding that the Proposed
Merger and the Proposed Placement will not lead to a change in control of Guotai
Junan Securities, and that the Proposed Merger and the Proposed Placement do not
constitute restructuring for listing under section 13 of the Administrative Measures

for Restructuring.
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(10)

(1)

(12)

(13)

(14)

(15)

A resolution will be proposed at the Haitong EGM regarding the completeness and
compliance of the legal procedures and the validity of the legal documents submitted
with respect to the Proposed Merger and the Proposed Placement.

A resolution will be proposed at the Haitong EGM regarding that the relevant parties
of the Proposed Merger and the Proposed Placement do not fall under prohibition to
participate in any material asset restructuring of listed companies under section 12
under the Guideline No. 7 for the Regulation of Listed Companies — Regulation of
the Abnormal Trading of Stocks Relating to the Material Asset Restructurings of
Listed Companies and section 30 under the Guideline No. 6 of Shanghai Stock
Exchange for Self-Regulation Rules for Listed Companies — Material Asset
Restructuring.

A resolution will be proposed at the Haitong EGM regarding that there was no
purchase or sale of assets that needs to be included in the cumulative calculation of
relevant indicators for the Proposed Merger and the Proposed Placement within the
12 months before the Proposed Merger and the Proposed Placement.

A resolution will be proposed at the Haitong EGM regarding the audit report and
financial statements of Haitong Securities for the year ended 31 December 2022 to
the nine months ended 30 September 2024 issued by BDO China Shu Lun Pan
Certified Public Accountants LLP, as well as the financial statements for the nine
months ended 30 September 2024 prepared by Haitong Securities in accordance with
the IFRS and the corresponding audit report issued by Deloitte Touche Tohmatsu,
both prepared in relation to the Proposed Merger and the Proposed Placement, the
contents of which are respectively set out in the Material Information
Announcement published by Haitong Securities and Appendix II in this Joint
Circular.

A resolution will be proposed at the Haitong EGM to approve the BOCI (China)
Valuation Report issued by BOCI (China) in relation to the Proposed Merger and the
Proposed Placement, prepared in accordance with the Administrative Measures for
Restructuring and other applicable PRC rules and regulations, the full text of which
is set out in the Material Information Announcement published by Haitong
Securities.

A resolution will be proposed at the Haitong EGM regarding the independence of
BOCI (China) as the valuer, the reasonableness of the assumptions adopted and the
relevance between the method and purpose of valuation, and the fairness of the
valuation, details of which are set out in the Material Information Announcement
published by Haitong Securities.
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(16) A resolution will be proposed at the Haitong EGM and Haitong H Shareholders’
Class Meeting regarding that Haitong Board be authorised, and such authority be
delegated to its authorised operational management, to exercise full powers to deal
with matters relating to the Proposed Merger and the Proposed Placement in
accordance with Applicable Laws, details of which are set out below:

“In order to ensure the smooth progress of the matters relating to the Proposed
Merger and the Proposed Placement, in accordance with the PRC Company Law, the
PRC Securities Law, Measures for the Administration of Material Asset
Restructurings of Listed Companies and other laws and regulations as well as
Haitong Articles, it is proposed by the Haitong Board that, at Haitong EGM, Haitong
H Shareholders’ Class Meeting and Haitong A Shareholders’ Class Meeting, the
Haitong Board be authorised, and Haitong Board be authorised to delegate such
authority to the operational management of Haitong Securities to deal with all
matters relating to the Proposed Merger and the Proposed Placement at their sole
discretion as permitted by the relevant laws and regulations, including but not
limited to:

(a) according to requirements of relevant laws and regulations and regulatory
documents and the review by relevant regulatory or supervising authorities in
respect of the Proposed Merger and the Proposed Placement and taking into
account the actual situation of Haitong Securities, and on the condition of not
going beyond the resolutions passed at the Haitong EGM, Haitong H
Shareholders’ Class Meeting and Haitong A Shareholders’ Class Meeting, to
make any necessary amendments and adjustments to the proposal relating to
the Proposed Merger and the Proposed Placement (other than matters which are
required under relevant laws and regulations and Haitong Articles to be
re-voted on at the general meetings of Haitong Securities), and entering into
the relevant supplemental agreements (if required);

(b) as for the matters relating to the Proposed Merger and the Proposed Placement,
on the condition of not going beyond the resolutions passed at the Haitong
EGM, Haitong H Shareholders’ Class Meeting and Haitong A Shareholders’
Class Meeting, to handle all procedures of reviews, registration, filing,
approval, consent, reporting and notification involved in the Proposed Merger
and the Proposed Placement; to prepare, sign, execute, amend, submit and
announce all documents related to the Proposed Merger and the Proposed
Placement (including but not limited to the agreements and application
documents, circular and other documents involved in the Proposed Merger and
the Proposed Placement), and supplement or adjust the filed documents in
accordance with the review by relevant regulatory or supervising authorities;
to handle all domestic and overseas information disclosure matters related to
the Proposed Merger and the Proposed Placement; to respond to comments or
enquiries from relevant regulatory departments; and to ratify such documents
relating to the Proposed Merger and the Proposed Placement submitted to,
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(c)

(d)

()

()

procedures carried out and communication made with the relevant departments
and bodies prior to the date on which this resolution was approved; to make
corresponding adjustments to the exchange price and Exchange Ratio due to
any ex-rights or ex-dividend actions made to Haitong Shares during the period
from the date of announcement of the first board resolution approving the
Proposed Merger and the Proposed Placement to the Closing Date, and in
accordance with applicable laws or regulations or requirements of the relevant
Governmental Authorities, and to carry out the relevant procedures; and to
make a resolution on the dissolution and cancellation of Haitong Securities and
to go through the relevant procedures after the Proposed Merger and the
Proposed Placement is approved by, filed and registered with the stock
exchanges and the CSRC and the relevant domestic and foreign Governmental
Authorities;

to determine and announce the implementation proposal for the protection
mechanism of the interests of the Haitong Dissenting Shareholders involved in
the Proposed Merger, and to implement the proposal; to make corresponding
adjustments to the put option price of the Haitong Put Option due to any
ex-rights or ex-dividend actions occurring between the reference date for
determining the put option price and the Closing Date or the occurrence of any
adjustment to the right of the Haitong Dissenting Shareholders to exercise the
cash put option (if any) as stipulated in the proposal of the Proposed Merger
and the Proposed Placement or pursuant to relevant laws and regulations or
requirements of the relevant regulatory authorities;

to handle the registration procedures regarding the Proposed Merger and the
Proposed Placement with or by the relevant managing departments, and the
procedures for the transfer of all assets, liabilities, business, employees,
contracts, qualifications and all other rights and obligations of Haitong
Securities, including but not limited to the execution of relevant legal
documents;

to handle the execution and implementation of the proposal in the Proposed
Merger and the Proposed Placement for the protection of the interests of the
domestic and overseas creditors (including doing all such acts and things,
signing and executing all such documents, deeds and instruments in respect of
any transactions contemplated under the Merger Agreement and in respect of
any such transactions as it may deem necessary, appropriate and in the interests
of Haitong Securities, and making applications with the relevant regulatory
authorities and adopting relevant measures, etc.);

to handle the execution and implementation of the Share Exchange under the
Proposed Merger and the Proposed Placement;
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(g) to handle the delisting of Haitong H Shares from the Hong Kong Stock
Exchange and Haitong A Shares from the SSE resulting from the Proposed
Merger and the Proposed Placement;

(h) to engage H share and A share intermediaries, including independent financial
advisers, financial advisers, legal advisers, audit organisations and valuers, in
relation to the Proposed Merger and the Proposed Placement; and

(i) to carry out all actions and matters on behalf of Haitong Securities that it
considers relevant, necessary or appropriate to implement the Proposed Merger
and the Proposed Placement.

The aforementioned authorisation shall be effective for 12 months from the date of
its approval by the Haitong EGM, the Haitong A Shareholders’ Class Meeting and
the Haitong H Shareholders’ Class Meeting.”

The aforesaid resolutions have been considered and approved by Haitong Board and
supervisory committee of Haitong Securities on 9 October 2024 and 21 November 2024
respectively and are hereby proposed at the Haitong EGM and the Haitong H Shareholders’
Class Meeting, as applicable, as special resolutions for consideration and approval.

4 IMPLICATIONS UNDER THE TAKEOVERS CODE IN RESPECT OF THE
PROPOSED MERGER FOR HAITONG SECURITIES

In respect of Haitong Securities — the Merger Agreement and the Proposed Merger

In compliance with Rule 2.10 of the Takeovers Code, the Merger Agreement and the
Proposed Merger are conditional on (i) the approval by 75% or more of the votes attaching to
the Haitong H Shares held by the Disinterested Haitong H Shareholders that are cast either in
person or by proxy at the Haitong H Shareholders’ Class Meeting; and (ii) the number of votes
cast against the resolution is not more than 10% of the votes attaching to all Haitong H Shares
held by the Disinterested Haitong H Shareholders. As at the Latest Practicable Date, none of
Guotai Junan Securities or Guotai Junan Concert Parties holds any Haitong H Shares.

Under the Haitong Articles, all of the special resolutions in respect of the Proposed
Merger and the Proposed Placement at the Haitong EGM, Haitong A Sharcholders’ Class
Meeting and Haitong H Shareholders’ Class Meeting are required to be passed by a majority
of more than two-thirds of the votes cast by way of poll by the Haitong Shareholders present
and voting in person or by proxy at each of the Haitong EGM, the Haitong A Shareholders’
Class Meeting and the Haitong H Shareholders’ Class Meeting. The Applicable Laws of the
PRC do not require any Haitong Shareholders to abstain from voting in respect of the Proposed
Merger and the Proposed Placement in the Haitong EGM, Haitong A Shareholders’ Class
Meeting or Haitong H Shareholders’ Class Meeting.
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Guotai Junan Securities (and its subsidiaries) hold certain Haitong A Shares amounting to
approximately 0.14% of the total issued shares of Haitong Securities in its ordinary course of
business and are required to abstain from voting on all resolutions at the Haitong EGM and
Haitong A Shareholders’ Class Meeting under the Applicable Laws of Hong Kong.

Under the Applicable Laws of the PRC, there are no restrictions imposed on any Haitong
H Shareholder to cast votes on the relevant resolutions at the Haitong H Shareholders’ Class
Meeting. Any votes cast by a Haitong Shareholder who is not a Disinterested Haitong H
Shareholder on the special resolutions relating to the Merger Agreement and the Proposed
Merger (i.e. resolution number 1.1, including all sub-resolutions thereunder, and resolution
numbers 1.3, 2 and 3) at the Haitong H Shareholders’ Class Meeting will not be counted
towards votes attaching to the Haitong H Shares held by the Disinterested Haitong H
Shareholders for the purposes of Rule 2.10 of the Takeovers Code.

In respect of the BOCI Asia Haitong Put Option Arrangement as the Special Deal

The BOCI Asia Haitong Put Option Arrangement is not extended to all Haitong
Shareholders, and is therefore considered as the Special Deal. As the Special Deal is not
capable of being extended to all Haitong Shareholders, it is subject to the consent of the
Executive and the approval by Independent Haitong Shareholders. For further details, please
refer to the section headed “(3) Put Options and Dissenting Shareholders who Exercise the Put
Options — Implications under Takeovers Code — BOCI Asia Haitong Put Option Arrangement
as the Special Deal” under the section headed “Terms and Information of the Proposed Merger
and the Proposed Placement” in this Joint Circular.

An application has been made to the Executive for consent to proceed with the Special
Deal under Rule 25 of the Takeovers Code. Such consent, if granted, will be subject to (i) the
Haitong IFA publicly stating in its opinion that the terms of the Special Deal are fair and
reasonable, and (ii) the approval of the Special Deal by the Independent Haitong Shareholders
at the Haitong EGM. A sub-resolution with respect to the Haitong Put Option arrangements
(including the Special Deal) (i.e. sub-resolution number 2.1.10) will be put forward at the
Haitong EGM for consideration, and if thought fit, approval as special resolutions by the
requisite Haitong Shareholders under the Applicable Laws of the PRC. For the purposes of
Rule 25 of the Takeovers Code, any votes cast by a Haitong Shareholder who is not an
Independent Haitong Shareholder on the special resolution concerning the Haitong Put Option
arrangements (including the Special Deal) (i.e. sub-resolution number 2.1.10) at the Haitong
EGM will not be counted towards votes attaching to the Haitong Shares held by the
Independent Haitong Shareholders.
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In respect of Haitong UT Leasing

As at the Latest Practicable Date, Haitong Securities indirectly holds approximately 85%
of the total issued shares of Haitong UT Leasing. For the purposes of the Takeovers Code, the
Proposed Merger will effectively result in the Post-Merger Company acquiring statutory
control (as defined under the Takeovers Code) in Haitong UT Leasing upon Closing. An
application has been made to the Executive for a confirmation that the Proposed Merger will
not trigger a mandatory general offer obligation for the shares of Haitong UT Leasing. The
Executive confirmed that no mandatory general offer obligation for the shares of Haitong UT
Leasing will be triggered as a result of the Proposed Merger under Note 8 to Rule 26.1 of the
Takeovers Code.

5 HAITONG IBC AND HAITONG IFA FOR THE PROPOSED MERGER AND THE
PROPOSED PLACEMENT

The Haitong Board and the supervisory committee of Haitong Securities approved the
Proposed Merger, the Proposed Placement and its related matters at its respective board and
supervisory committee meeting held on 9 October 2024. The approval of the resolutions of the
Proposed Merger and the Proposed Placement will have a validity period of 12 months from
the date of the relevant approvals of the Proposed Merger and the Proposed Placement at the
Haitong EGM, Haitong H Shareholders’ Class Meeting and Haitong A Shareholders’ Class
Meeting.

To consider the Proposed Merger and the Proposed Placement, the Haitong Board has
established the Haitong IBC, which comprises all of the non-executive directors and
independent non-executive directors of Haitong Securities, being Mr. TU Xuanxuan, Mr. SHI
Lei, Ms. XIAO Hehua, Mr. XU Jianguo, Mr. ZHOU Yu, Mr. FAN Ren Da Anthony, Mr. MAO
Fugen and Mr. MAO Huigang. The Haitong IBC will advise the Independent Haitong
Shareholders and the Disinterested Haitong H Shareholders as to: (a) whether the Proposed
Merger (including the Special Deal) and the Proposed Placement are fair and reasonable; and
(b) whether to vote in favour of the Proposed Merger (including the Special Deal) and the
Proposed Placement at the Haitong EGM and the relevant shareholders’ class meetings. Please
refer to the section headed “Letter from Haitong IBC” in this Joint Circular for details.

The Haitong IBC has approved and appointed Altus Capital Limited as its independent
financial adviser to provide advice to the Haitong IBC in respect of the Proposed Merger
(including the Special Deal) and Proposed Placement. For the opinions and advice of the
Haitong IFA, please refer to the section headed “Letter from Haitong IFA” in this Joint
Circular.
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6 HAITONG EGM AND HAITONG H SHAREHOLDERS’ CLASS MEETING

Haitong Securities will convene the Haitong EGM, the Haitong A Shareholders’ Class
Meeting and the Haitong H Shareholders’ Class Meeting for Haitong Shareholders to consider
and, if thought fit, approve matters including the Proposed Merger (including the Special
Deal), the Proposed Placement and the withdrawal of listing of Haitong H Shares from the
Hong Kong Stock Exchange (to be approved as part of the Proposed Merger at the Haitong
EGM and Haitong H Shareholders’ Class Meeting) and the withdrawal of listing of Haitong A
Shares from the SSE (to be approved as part of the Proposed Merger at the Haitong EGM and
Haitong A Shareholders’ Class Meeting). The Haitong EGM will be held at 1:30 p.m. on Friday,
13 December 2024 at Conference Room 616, Block C, Haitong Bund Finance Plaza, No. 888
South Zhongshan Road, Shanghai, PRC. A notice of the Haitong EGM is set out on pages N-6
to N-10 of this Joint Circular. The Haitong H Shareholders’ Class Meeting will be held at
Conference Room 616, Block C, Haitong Bund Finance Plaza, No. 888 South Zhongshan Road,
Shanghai, PRC immediately following the conclusion of the Haitong EGM and the Haitong A
Shareholders’ Class Meeting or any adjournment thereof. A notice of the Haitong H
Shareholders’ Class Meeting is set out on pages N-11 to N-14 of this Joint Circular.

Suspension of Registration of Share Transfers

The register of members of Haitong H Shares will be closed from Tuesday, 10 December
2024 to Friday, 13 December 2024 (both days inclusive), during which time no share transfers
of Haitong H Shares will be effected. Holders of shares registered as Haitong H Shareholders
on the H share register of members of Haitong Securities on Friday, 13 December 2024 are
entitled to attend and vote in respect of all resolutions to be proposed at the Haitong EGM and
the Haitong H Shareholders’ Class Meeting. In order to attend the Haitong EGM and the
Haitong H Shareholders’ Class Meeting, holders of Haitong H Shares should ensure that the
relevant share certificates, accompanied by all transfer documents, have been lodged with the
H share registrar of Haitong Securities at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong at no later than 4:30 p.m. on Monday, 9 December
2024.

For reference purpose only, the record date for determining the eligibility of holders of
Haitong A Shares for attending the Haitong EGM and/or the Haitong A Shareholders’ Class
Meeting is Monday, 9 December 2024. For more details, please refer to the notices of the
Haitong EGM and the Haitong A Shareholders’ Class Meeting published on the website of the
SSE (http://www.sse.com.cn).

Proxy Forms

The forms of proxy for the Haitong EGM and the Haitong H Shareholders’ Class Meeting
have been published on the website of Hong Kong Stock Exchange (www.hkexnews.hk).
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Whether or not you intend to attend the Haitong EGM or the Haitong H Shareholders’
Class Meeting, you are strongly urged to complete and return the proxy forms in accordance
with the instructions printed thereon. To be valid, for holders of Haitong H Shares, the form
of proxy and notarised power of attorney or other documents of authorisation must be delivered
to the H share registrar of Haitong Securities not less than 24 hours before the time appointed
for holding the Haitong EGM and the Haitong H Shareholders’ Class Meeting (i.e. 1:30 p.m.
and 2:30 p.m. on Thursday, 12 December 2024) or any adjournment thereof. Completion and
return of the form of proxy will not preclude you from attending and voting at the Haitong
EGM and/or the Haitong H Shareholders’ Class Meeting in person.

Voting at the Haitong EGM and the Haitong H Shareholders’ Class Meeting

According to Rule 13.39(4) of the Hong Kong Listing Rules and Rule 2.9 of the
Takeovers Code, any vote of shareholders at a general meeting must be taken by poll except
where the chairman, in good faith, decides to allow a resolution which relates purely to a
procedural or administrative matter to be voted on by a show of hands. Accordingly, the
chairman of the Haitong EGM and/or Haitong H Shareholders’ Class Meeting will demand a
poll in relation to all the proposed resolutions at the Haitong EGM and/or Haitong H
Shareholders’ Class Meeting in accordance with Article 122 of the Haitong Articles.

In addition, Haitong Securities reminds all Haitong Shareholders that physical attendance
in person at the Haitong EGM and/or the Haitong H Shareholders’ Class Meeting is not
necessary for the purpose of exercising voting rights. Haitong Shareholders may appoint the
chairman of the relevant meetings as their proxy to vote according to their indicated voting
instructions as an alternative to attending the Haitong EGM and/or the Haitong H
Shareholders’ Class Meeting in person.

In respect of Haitong Securities — the Merger Agreement and the Proposed Merger

The Applicable Laws of the PRC do not require any Haitong Shareholders to abstain from
voting in respect of the Proposed Merger and the Proposed Placement in the Haitong EGM,
Haitong A Shareholders’ Class Meeting or Haitong H Shareholders’ Class Meeting.

Guotai Junan Securities (and its subsidiaries) hold certain Haitong A Shares amounting to
approximately 0.14% of the total issued shares of Haitong Securities in its ordinary course of
business and are required to abstain from voting on all resolutions at the Haitong EGM and
Haitong A Shareholders’ Class Meeting under the Applicable Laws of Hong Kong.

Under the Applicable Laws of the PRC, there are no restrictions imposed on any Haitong
H Shareholder to cast votes on the relevant resolutions at the Haitong H Shareholders’ Class
Meeting. Any votes cast by a Haitong Shareholder who is not a Disinterested Haitong H
Shareholder on the special resolutions relating to the Merger Agreement and the Proposed
Merger (i.e resolution number 1.1, including all sub-resolutions thereunder, and resolution
numbers 1.3, 2 and 3) at the Haitong H Shareholders’ Class Meeting will not be counted
towards votes attaching to the Haitong H Shares held by the Disinterested Haitong H
Shareholders for the purposes of Rule 2.10 of the Takeovers Code.
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In respect of the BOCI Asia Haitong Put Option Arrangement as the Special Deal

A sub-resolution with respect to the Haitong Put Option arrangements (including the
Special Deal) (i.e. sub-resolution number 2.1.10) will be put forward at the Haitong EGM for
consideration, and if thought fit, approval as special resolutions by the requisite Haitong
Shareholders under the Applicable Laws of the PRC. For the purposes of Rule 25 of the
Takeovers Code, any votes cast by a Haitong Shareholder who is not an Independent Haitong
Shareholder on the special resolution concerning the Haitong Put Option arrangements
(including the Special Deal) (i.e. sub-resolution number 2.1.10) at the Haitong EGM will not
be counted towards votes attaching to the Haitong Shares held by the Independent Haitong
Shareholders.

7  TAXATION AND INDEPENDENT ADVICE

Haitong Shareholders are recommended to consult their own professional advisers if they
are in any doubt as to the taxation implications of the Proposed Merger or the exercise of the
Haitong Put Option. None of Haitong Securities or its directors, officers or associates or any
other person involved in the Proposed Merger accepts responsibility (other than in respect of
themselves, if applicable) for any taxation effects on, or liabilities of, any other persons in
respect of the Proposed Merger or other implications of any exercise of the Haitong Put Option.

Hong Kong Stamp Duty

In respect of the exchange of Haitong H Shares for Guotai Junan H Shares, when the
Guotai Junan H Shares are issued, Haitong H Shares will be cancelled. Therefore, the Share
Exchange under the Proposed Merger does not involve the sale and purchase of Hong Kong
stock, and in this respect only, no stamp duty will be payable pursuant to the Stamp Duty
Ordinance, Chapter 117 of the Laws of Hong Kong.

For the Haitong Dissenting Shareholders who are holders of Haitong H Shares and who
exercise the Haitong Put Option, Hong Kong stamp duty is payable at the rate of 0.1% of the
consideration. The stamp duty payable will be deducted from the cash received by such
Haitong Dissenting Shareholders who exercise the Haitong Put Option.

8 OVERSEAS SHAREHOLDERS

The proposal and implementation of the Proposed Merger to Haitong Shareholders who
are not resident in Hong Kong may be subject to the laws of the relevant jurisdictions in which
such Haitong Shareholders are located. Such overseas Haitong Shareholders should inform
themselves about and observe any applicable legal, tax or regulatory requirements. It is the
responsibility of any overseas Haitong Shareholders wishing to take any action in relation to
the Proposed Merger to satisfy themselves as to the full observance of the laws of the relevant
jurisdiction in connection therewith, including the obtaining of any governmental, exchange
control or other consents which may be required, or the compliance with any other necessary
formalities and the payment of any issue, transfer or other taxes in such jurisdiction.
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Any approval by the Haitong Shareholders will be deemed to constitute a representation
and warranty from such persons to Haitong Securities and their respective advisers that those
laws and regulatory requirements have been complied with. If you are in doubt as to your
position, you should consult your professional advisers.

9  HAITONG DISSENTING SHAREHOLDERS WHOSE HAITONG H SHARES ARE
HELD BY AGENT OR TRUSTEE OR HELD AS COLLATERAL

For Haitong Dissenting Shareholders whose Haitong H Shares are held by an agent or
trustee or held as collateral, please refer to paragraph headed “13. Rights of Haitong
Shareholders Dissenting from the Proposed Merger whose H Shares are held by Agent or
Trustee or held as collateral” in Appendix VI to this Joint Circular.

10 VIEWS AND RECOMMENDATION OF HAITONG BOARD

Having taken into account the reasons for and purpose of the Proposed Merger and the
Proposed Placement and its effects as set out in “10. Reasons and Benefits of the Proposed
Merger and the Proposed Placement” in the section headed “Terms and Information of the
Proposed Merger and the Proposed Placement” in this Joint Circular, the Haitong Board (other
than members of the Haitong IBC, whose views pursuant to the Takeovers Code are given in
the section headed “Letter from Haitong IBC” in this Joint Circular) is of the view that the
terms of the Proposed Merger (including the Special Deal) and the Proposed Placement are fair
and reasonable and in the interests of Haitong Securities and its shareholders as a whole and
have been decided through arm’s length negotiations by the parties. Having considered the
terms of the Merger Agreement and taken into account advice from the Haitong IFA, the
Haitong IBC is of the view that the Proposed Merger (including the Special Deal) and the
Proposed Placement are fair and reasonable so far as the Independent Haitong Shareholders and
the Disinterested Haitong H Shareholders are concerned; and it recommends the Independent
Haitong Shareholders and the Disinterested Haitong H Shareholders to vote in favour of the
Proposed Merger (including the Special Deal) and the Proposed Placement at the Haitong EGM
and the Haitong H Shareholders’ Class Meeting.

Therefore, the Haitong Board recommends that the Haitong Shareholders vote in favour
of the resolutions in relation to the Proposed Merger (including the Special Deal) and the
Proposed Placement at the Haitong EGM and the relevant shareholders’ class meetings.

11 OTHER INFORMATION

Your attention is drawn to other information set out in the Appendices to this Joint
Circular.

By order of the board of
Haitong Securities Co., Ltd.
Mr. Zhou Jie

Chairman
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VA b 18 BB Ay A Phon 3]
HAITONG SECURITIES CO., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 06837)

Dear Independent Haitong Shareholders and the Disinterested Haitong H Shareholders,
22 November 2024

PROPOSED MERGER
AND PROPOSED PLACEMENT

Reference is made to the circular jointly issued by Haitong Securities Co., Ltd. (“Haitong
Securities”) and Guotai Junan Securities Co., Ltd. dated 22 November 2024 in respect of the
Proposed Merger and the Proposed Placement (the “Joint Circular”) of which this letter forms
part. Terms defined in the Joint Circular shall have the same meanings in this letter unless the
context otherwise requires.

We have been appointed by the Haitong Board as the members of the Haitong IBC to give
a recommendation to the Independent Haitong Shareholders and the Disinterested Haitong H
Shareholders in respect of the Proposed Merger (including the Special Deal) and the Proposed
Placement. We have appointed Altus Capital Limited as our independent financial adviser in
respect of the Proposed Merger (including the Special Deal) and the Proposed Placement.

Having considered the terms of the Proposed Merger (including the Special Deal) and the
Proposed Placement and taken into account the advice of Altus Capital Limited, in particular
the factors, reasons and recommendations set out in the letter from the Haitong IFA in the Joint
Circular, we are of the view that the terms of the Proposed Merger (including the Special Deal)
and the Proposed Placement are fair and reasonable so far as the Independent Haitong
Shareholders and the Disinterested Haitong H Shareholders are concerned. Accordingly, we
recommend the Independent Haitong Shareholders and the Disinterested Haitong H
Shareholders to vote in favour of the resolutions in relation to the Proposed Merger (including
the Special Deal) and the Proposed Placement at the Haitong EGM and the Haitong H
Shareholders’ Class Meeting.
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We wish to draw the attention of the Independent Haitong Shareholders and the

Disinterested Haitong H Shareholders to (1) the letter from Haitong Board set out on pages 126
to 143 of the Joint Circular, (2) the letter from Haitong IFA set out on pages 146 to 211 of the
Joint Circular, and (3) each of the Appendices to the Joint Circular.

Mr. TU Xuanxuan
Non-executive director

Mr. ZHOU Yu
Independent

non-executive director

Yours faithfully,
For and behalf of
Independent Board Committee of
Haitong Securities Co., Ltd.

Mr. SHI Lei Ms. XIAO Hehua
Non-executive director Non-executive director

Mr. FAN Ren Da Anthony Mr. MAO Fugen
Independent Independent

non-executive director non-executive director
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Set out below is the text of a letter received from Altus Capital Limited, the independent
financial adviser to the Haitong IBC in respect of the Proposed Merger (including the Special

Deal) and the Proposed Placement for the purpose of inclusion in the Joint Circular.

ALTUS.

Altus Capital Limited
21 Wing Wo Street
Central

Hong Kong

22 November 2024
To the Haitong IBC

Haitong Securities Co., Ltd.
15/F, One Island South

2 Heung Yip Road

Wong Chuk Hang

Hong Kong

Dear Sir or Madam,

(1) PROPOSED MERGER AND SHARE EXCHANGE OF
GUOTAI JUNAN SECURITIES AND HAITONG SECURITIES
(2) MAJOR TRANSACTION AND SPECIFIC MANDATE FOR
GUOTAI JUNAN SECURITIES TO ISSUE A SHARES AND
H SHARES FOR THE PROPOSED MERGER
(3) CONNECTED TRANSACTION AND SPECIFIC MANDATE FOR THE
CONCURRENT ISSUANCE OF A SHARES BY GUOTAI JUNAN SECURITIES
UNDER THE PROPOSED PLACEMENT
AND
(4) SPECIAL DEAL

INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the Haitong
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
Haitong IBC 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 Merger

On 9 October 2024, Guotai Junan Securities and Haitong Securities entered into the
Merger Agreement with respect to the Proposed Merger which sets forth detailed terms and
conditions for implementing the Proposed Merger.

The Proposed Merger will take the form of a merger by absorption by Guotai Junan
Securities issuing, on the basis of a single Exchange Ratio, Guotai Junan A Shares and Guotai
Junan H Shares to all the holders of Haitong A Shares and Haitong H Shares respectively, in
exchange for all of the issued shares of Haitong Securities. Upon Closing, the Post-Merger
Company will assume all assets, liabilities, businesses, employees, contracts, qualifications
and all other rights and obligations of Haitong Securities.

The Exchange Ratio, being 0.62:1 (rounded to two decimal places), has been agreed after
arm’s length negotiations between Guotai Junan Securities and Haitong Securities by taking
into account the Market Reference Prices of the A shares of the two companies, and after
deducting the Guotai Junan 2024 Interim Dividend and Haitong 2024 Interim Dividend
respectively.

For the interests of the Disinterested Haitong H Shareholders, this means that 1 Haitong
H Share shall be exchanged for 0.62 Guotai Junan H Shares to be issued by Guotai Junan
Securities.

Proposed Placement

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-Merger Company, and replenish the working capital, Guotai Junan 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 the Subscriber for a total consideration of up to
RMB10,000,000,000. In this regard, Guotai Junan Securities and the Subscriber entered into
the Placement Subscription Agreement on 9 October 2024. 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 Proposed Placement will be undertaken concurrently with the Share Exchange.
Special Deal

The BOCI Asia Haitong Put Option Arrangement is not extended to all Haitong
Shareholders, and is therefore considered as the Special Deal. As the Special Deal is not

capable of being extended to all Haitong Shareholders, it is subject to the consent of the
Executive and the approval of the Independent Haitong Shareholders.
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The Haitong IBC

The Haitong IBC, comprising all of the non-executive directors and independent
non-executive directors of Haitong Securities, being Mr. TU Xuanxuan, Mr. SHI Lei, Ms.
XIAO Hehua, Mr. XU Jianguo, Mr. ZHOU Yu, Mr. FAN Ren Da Anthony, Mr. MAO Fugen and
Mr. MAO Huigang, has been established to make recommendations to the Independent Haitong
Shareholders and the Disinterested Haitong H Shareholders as to (i) whether the Proposed
Merger (including the Special Deal) and the Proposed Placement are fair and reasonable; and
(ii) whether to vote in favour of the Proposed Merger (including the Special Deal) and the
Proposed Placement at the Haitong EGM and the Haitong H Shareholders’ Class Meeting.

THE INDEPENDENT FINANCIAL ADVISER

As the independent financial adviser with respect to the Proposed Merger and the
Proposed Placement, our role is to advise the Haitong IBC as to (i) whether the Proposed
Merger (including the Special Deal) and the Proposed Placement are fair and reasonable; and
(i) whether the Independent Haitong Shareholders and the Disinterested Haitong H
Shareholders should vote in favour of the Proposed Merger (including the Special Deal) and
the Proposed Placement at the Haitong EGM and the Haitong H Shareholders’ Class Meeting.

We (i) are not associated or connected, financial or otherwise, with Haitong Securities or
Guotai Junan Securities, their respective controlling shareholders or any parties acting, or
presumed to be acting, in concert with any of them; and (ii) save that we were previously
engaged as the independent financial adviser in relation to the privatisation of Haitong
International Securities Group Limited (stock code: 665 (delisted)) (“Haitong International
Securities”), being a subsidiary of Haitong Securities and the details of which are set out in
Haitong International Securities’ scheme document dated 22 November 2023, we have not
acted as the financial adviser or independent financial adviser in relation to any transaction of
Haitong Securities or Guotai Junan Securities, their respective controlling shareholders 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 Takeovers Code, and given
that (i) remuneration for our engagement to opine on the Proposed Merger (including the
Special Deal) and the Proposed Placement is at market level and not conditional upon the
outcome of the Proposed Merger (including the Special Deal) and the Proposed Placement; (ii)
no arrangement exists whereby we shall receive any fees or benefits from Haitong Securities
(other than our said remuneration) or Guotai Junan Securities, their respective controlling
shareholders or any parties acting in concert with any of them; and (iii) our engagement is on
normal commercial terms and approved by the Haitong IBC, we are independent of Haitong
Securities or Guotai Junan Securities, their respective controlling shareholders or any parties
acting in concert with any of them and can act as the independent financial adviser to the
Haitong IBC in respect of the Proposed Merger (including the Special Deal) and the Proposed
Placement.
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BASIS OF OUR ADVICE

In formulating our opinion, we have reviewed, amongst others (i) the Joint
Announcement; (ii) the audited consolidated financial statements of the Haitong Group for the
nine months ended 30 September 2024 as set out in Appendix II to the Joint Circular; (iii) the
interim report of Haitong Securities for the six months ended 30 June 2024 (the “Haitong 2024
Interim Report”); (iv) the annual report of Haitong Securities for the year ended 31 December
2023 (the “Haitong 2023 Annual Report”); (v) the quarterly report of Guotai Junan for the
nine months ended 30 September 2024 (the “Guotai Junan 2024 Third Quarterly Report”);
(vi) the interim report of Guotai Junan Securities for the six months ended 30 June 2024 (the
“Guotai Junan 2024 Interim Report”); (vii) the annual report of Guotai Junan for the year
ended 31 December 2023 (the “Guotai Junan 2023 Annual Report”); and (viii) other
information as set out in the Joint Circular.

We have relied on the statements, information, opinions and representations contained or
referred to in the Joint Circular and/or provided to us by Haitong Securities, the Directors and
the management of Haitong Securities (collectively the “Management”). We have assumed
that all statements, information, opinions and representations contained or referred to in the
Joint Circular and/or provided to us were true, accurate and complete in all material aspects at
the time they were made and continued to be so as at the Latest Practicable Date. Haitong
Securities will notify the Disinterested Haitong 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 Haitong H Shareholders will also be
informed as soon as practicable when there are any material changes to the information
contained or referred to herein as well as changes to our opinion, if any, after the Latest
Practicable Date, and before the Haitong EGM and the Haitong H Shareholders’ Class Meeting.

We have no reason to believe that any statements, information, opinions or
representations relied on by us in forming our opinion is untrue, inaccurate 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, inaccurate or misleading. We
have assumed that all the statements, information, opinions and representations for matters
relating to Haitong Securities contained or referred to in the Joint Circular, and information
relating to Haitong Securities provided to us by Haitong Securities and the Management have
been reasonably made after due and careful enquiry. We have relied on such statements,
information, opinions and representations and consider that we have been provided with and
have reviewed sufficient information to reach an informed view and to provide a reasonable
basis for our opinion. We have not conducted any independent investigation into the business,
financial conditions and affairs or the future prospects of the Haitong Group.

We have not considered the taxation implications on the Disinterested Haitong H
Shareholders arising from approval or disapproval of the Proposed Merger, if any, and
therefore we will not accept responsibility for any tax effect or liability that may potentially
be incurred by the Disinterested Haitong H Shareholders as a result of the Proposed Merger.
In particular, the Disinterested Haitong H Shareholders who are subject to Hong Kong or
overseas taxation on dealings in securities are urged to seek their own professional advice on
tax matters.
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our advice for the Proposed Merger and the Proposed Placement, we have
taken into consideration, among other things, the following:

1. Business and financial information of Haitong Securities

1.1. Background of Haitong Securities

Haitong Securities is a listed company with its A shares listed on the SSE since 2007 and
its H shares listed on the Hong Kong Stock Exchange since 2012. Haitong Securities’ primary
businesses are wealth management, investment banking, asset management, trading and

institutional client services and financial leasing.

1.2. Historical financial performance of Haitong Securities

Set out below is a table summarising certain key financial information of the Haitong
Group for its financial years ended 31 December (“FY”) 2022 and 2023 (“FY2022” and
“FY2023”) and the six months ended 30 June 2023 and 2024 respectively (“1H2023” and
“1H2024”), as extracted from the Haitong 2023 Annual Report and the Haitong 2024 Interim
Report.

Consolidated statement of profit or loss

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)

Total revenue, gains and other

income 41,980 41,765 26,027 17,593
Total expenses (34,768) (40,743) (21,255) (15,616)
Share of results of associates and

joint ventures 787 544 480 (71)

Profit for the year/period
attributable to equity holders
of Haitong Securities 6,545 1,008 3,830 953
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Breakdown by business segment and geographical segment

FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
RMB million (restated)
Segment  Profit Segment  Profit Segment  Profit Segment  Profit

Revenue  results margin Revenue results margin Revenue results margin Revenue results margin
(%) (%) (%) (%)

Wealth management 15253 641l 420 14368 2336 163 7,082 1737 45 6249 1317 211
Investment banking 4651 2182 469 4345 1554 358 2514 908 36.1 1,249 62 5.0
Asset management 288 1,197 419 2476 931 376 1182 328 277 1,103 420 38.1
Trading and institutional

client services 4465 (4223)  (9%4.6) 5316 (5,403)  (101.7) 6,040 912 151 4193 (674)  (16.1)
Financial leasing 8974 1751 195 9097 1912 210 4620 927 200 4,040 955 23.6
Others 5119 (106) (1.8) 6,163 (307) (5.0 4589 (40) (0.9) 759 (102)  (13.5)
Total revenue, gains

and other income 41,980 41,765 26,027 17,593

Wealth management business revenue had overall decreased in FY2023 and 1H2024 due
to lower securities broking fee income and decrease of financing business income respectively.
Meanwhile, investment banking business revenue was particularly affected in 1H2024, due to
a decrease in fund raised from IPOs (initial public offerings), leading to a decline in equity

underwriting income.

Revenue of asset management business reduced in line with lower management fee rates
in FY2023 and 1H2024. But Haitong Group had mitigated such impact through Asset Under
Management (“AUM?”) increases by promoting the transformation of businesses and function
and continuously improving the level of product innovation and investment and research ability
in 1H2024.

Trading and institutional client services segment revenue fluctuated over FY2023 and
1H2024 due to fluctuation of market. This business segment recorded relatively large 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 high interest rate environment.

Financial leasing business remained stable during the periods as Haitong Group managed
to seize opportunities during market recovery by focusing on serving national strategy and
serving the real economy which pertains to the production, purchase and flow of goods and
services within the economy; in contrast with the financial economy which focuses on
transactions of money and other financial assets.

Overall, total revenue, gains and other income remained stable in FY2023 compared with

FY2022 but experienced a more pronounced decline in 1H2024 compared with 1H2023 due to
the combination of reasons above.
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RMB million FY2022 FY2023 1H2023 1H2024
Profit Profit Profit Profit
Revenue margin Revenue margin Revenue margin Revenue margin
(%) (%) (%) (%)
Domestic business 32,957 334 32,255 21.2 18,666 247 12,858 26.7
Overseas business 9,023 (41.9) 9,510 (61.0) 17,361 2.3 4,735 (30.6)

Total revenue, gains and

other income 41,980 17.2 41,765 2.5 26,027 18.3 17,593 11.2

During FY2023 and 1H2024, Haitong Group’s profitable domestic business was
negatively impacted 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.

(I) Wealth management business

During FY2023, Haitong Group continued its focus on the main theme of serving national
strategies and the real economy and had acted on the general principle of pursuing progress
while ensuring stability. On the backdrop of a volatile market with low trading liquidity,
securities companies saw decrease in brokerage commission rates, decline in the value of
traditional channel business (which is to provide clients with broking, dealing and handling
services for securities) and narrowing profitability. Meanwhile, the scale of margin financing
and securities lending market increased in line with government’s counter-cyclical adjustment
policies.

Under the new “National Nine Guidelines” for capital markets, the “1+N” policy regime
of the capital market refers to a basket of policies issued by Chinese government, to effectively
implement the new National Nine Guidelines along with ancillary market rules and measures.
Haitong Group’s wealth management business adopted the “investor oriented” business
philosophy, accelerating its transformation towards a customer-centric buyer-side services
model.

Retail business and sales of financial products

The table below sets out Haitong Group’s trading volume of stocks and funds:

RMB billion FY2022 FY2023 1H2023 1H2024
Trading volume of stocks 13,680 12,505 6,651 5,836
Trading volume of funds 3,383 3,502 1,597 1,562
Total 17,063 16,007 8,248 7,398

With the implementation of the institutional transformation of its wealth
management business and continuous efforts on its sales of financial products business,
Haitong Group had largely been able to sustain its trading volume of stocks and funds
during FY2023 and 1H2024 as shown above despite the severe market challenges.
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Separately during 1H2024, the Haitong Group had built a customer-centric
full-spectrum product matrix which focused on fixed-income products. This had resulted
in the average daily balance of financial products distributed by Haitong 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 approximately 81.2%.

Financing business and futures business

The table below sets out Haitong Group’s balances of various categories of
financing business:

As at As at As at

31 December 31 December 30 June

RMB billion 2022 2023 2024
Balance of margin financing and

securities lending business 61.2 65.6 60.9

Balance of stock pledge business 27.4 26.2 22.7

Balance of stock repo transaction 0.2 0.0 0.0

Total 88.8 91.8 83.6

The balances of Haitong Group’s margin financing and securities lending business
had maintained relatively stable as at 31 December 2022, 31 December 2023 and as at 30
June 2024 despite market headwinds. Interest income from advances to customers on
margin financing however decreased by about 10.0% in FY2023 compared to FY2022
while it decreased by about 13.9% during 1H2024 compared with 1H2023 as shown
below.

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)

Interest income from
advances to customers
on margin financing 4,644 4,179 2,116 1,822

Haitong Group’s futures business also developed steadily, with the scale of futures
asset management business increasing approximately 118% in FY2023 and a further
approximately 27% in 1H2024. There was also year-on-year increase of approximately
350% for new sales volume of funds in FY2023 and such volume continued to grow in
1H2024.
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(II) Investment banking business

Stock issuance in A-share market reduced in FY2023 along with overall slowdown of
global economies. The number of IPOs (initial public offerings) and other offerings declined
in 1H2024 amidst more robust market regulations. Bond financing meanwhile maintained a
growing trend during FY2023 and 1H2024.

Equity financing and bond financing

In FY2023, Haitong Group adhered to its ‘“specialisation” route, focusing on
benchmark projects and facilitating technology enterprises in self-reliance. Meanwhile,
the underwritten amount for Haitong Group’s bond financing increased on the back of its
innovation-driven development. In particular during 1H2024, the Haitong Group
conducted an issuance of RMB3.5 billion Yulan bonds (being Chinese corporate bonds
denominated in foreign currencies, issued through the Shanghai Clearing House), which
is the first of its kind and the largest bond issuance transaction in China.

(Ill) Asset management business

Fund management company and HT Asset Management

As at 30 June 2024, the total AUM of Haitong Group’s asset management business
totalled over RMB2.0 trillion. Haitong Group’s AUM for its fund management business
under Fullgoal Fund Management Co., Ltd and HFT Investment Management Co., Ltd
grew during FY2023 and 1H2024.

Total AUM of Fullgoal Fund Management Co., Ltd reached nearly RMB1.5 trillion
where AUM of mutual funds exceeded RMB990 billion, and its fixed income products
increased significantly.

As at 30 June 2024, the AUM of HFT Investment Management Co., Ltd amounted
to RMB422.1 billion, continuing an upward trend. The amount of non-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, positioning
it as a market leader in the domestic market with the most extensive range of bond ETFs,
highest AUM and richest experience in investment management.

Private equity funds and overseas asset management

In FY2023, Haitong 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 11%, and it has also signed up three master funds. Haitong Group invested
in a further 16 projects in 1H2024 and accelerated its master fund business where it
completed investment in 17 sub-funds under the master funds.

Against market headwinds, Haitong Group was able to grow its AUM for external
customers for its overseas asset management business in FY2023 and 1H2024.
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(IV) Trading and institutional client services

The A-share and H-share markets were generally lackluster in FY2023 and 1H2024.
Meanwhile, bond market performance was on a stable upward trend during these periods.

During FY2023 and 1H2024, Haitong Group had adhered to the strategic requirements on
“professionalism and dedication”, “two focuses” of focusing on key industries and the top
enterprises within these industries, and practicing “three servings” of serving the real economy,
national strategies on scientific and technological innovation and “One Haitong” philosophy;

while adopting a prudent investment style.

Trading and institutional client services business recorded relatively large losses in
FY2023 and 1H2024 mainly in the overseas business due to fair value changes of the
investment securities held as well as increase in finance costs under the high interest rate

environment.

Trading business

For fixed-income, Haitong 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, with investments in social responsibility amounting to
RMB16.3 billion. It was honored with a number of awards during FY2023 and 1H2024.

For the equity investment, with the objective of “mitigating risk and pursuit of
absolute return” and the principle of “focusing on the long-term and seeking stability”,
Haitong Group had struck a balance between immediate profits and net asset growth
through specialised and refined research. This was achieved during FY2023 and 1H2024
by building its portfolio around high-dividend, low-valuation stocks with high degree of
certainty, while selectively incorporating growth stocks that may benefit from market’s
structural opportunities.

For the derivative and trading business, Haitong Group offered a wealth of
on-balance sheet non-standardized derivative products through over-the-counter
derivative instruments to meet clients’ needs. As at 30 June 2024, Haitong Group’s
market-making products covered all kinds of products including equity ETFs, cross-
border ETFs, bond ETFs, monetary funds and REITs.

Institutional client business

Throughout FY2023 and 1H2024, the institutional client business capitalised on the
synergy of the head office and branches of Haitong Group and maintained a high client

coverage rate.
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(V) Financial leasing business

During FY2023 and 1H2024, Haitong Group continued its pursuit of its core mission of
supporting national strategies. In FY2023, against the backdrop of optimisation and adjustment
of top-level design of national financial regulation, Haitong UT Leasing was able to seize
opportunities during market recovery, achieving approximately 5% year-on-year profit growth.
In 1H2024, this business segment optimised its debt structure through various measures, and
continued to reduce its debt cost, thereby achieving marginal increase in profits compared with
1H2023.

Total revenue, gains and other income

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Commission and fee income 14,668 12,497 6,462 4,942
Interest income 17,515 18,320 9,320 8,188
Finance lease interest income 2,303 1,722 782 765
Investment income and
gains (net) (1,034) 481 3,287 1,791
Other income and gains 8,528 8,745 6,176 1,907
Total revenue, gains and other
income 41,980 41,765 26,027 17,593

In FY2023, Haitong Group’s total revenue, gains and other income was stable compared
with FY2022 despite an approximate 14.8% decrease in commission and fee income as this was
mainly offset by higher interest income as well as investment income and gains (net). Total
revenue, other income and gains declined in 1H2024 compared with the previous

corresponding period due mainly to the decrease in sales revenue from a subsidiary.

During FY2023 and 1H2024, there was across the board lower commission and fee
income, especially from securities and futures brokerage business as well as underwriting and

sponsor fee.

Interest income had remained comparatively stable during FY2023 and 1H2024,
underpinned by those from sale and leaseback arrangements. Investment income and gains
(net) improved from a loss position in FY2022 due to gains from financial instruments but such
gain narrowed during 1H2024.
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Composition of expenses

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Depreciation and amortisation 1,581 1,719 839 886
Staff costs 5,785 6,341 3,651 3,038
Commission and fee expenses 3,084 3,144 1,521 1,438
Interest expenses 13,608 15,953 7,918 7,183
Impairment losses under expected
credit loss model 1,666 3,189 1,204 870
Impairment losses of other assets 65 308 10 16
Other expenses 8,979 10,089 6,112 2,185
Total 34,768 40,743 21,255 15,616

Haitong Group’s expenses increased during FY2023 compared with FY2022 mainly due
to the increase of interest expenses and expected credit loss expenses. In particular, impairment
losses under the expected credit loss model for receivables arising from sale and leaseback
arrangements and advances to customers on margin financing increased substantially during
FY2023 compared to FY2022.

Expenses decreased in 1H2024 compared with 1H2023 due to 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 which increased in FY2023 compared with FY2022. Other expenses decreased
substantially in 1H2024 compared with 1H2023 as cost of commodity trading reduced
significantly since the relevant subsidiary had reduced its trading scale given the prevailing
market condition.

Net profit attributable to equity holders of Haitong Securities
In line with a lower revenue on the back of weak macroeconomic and market
environment, net profit attributable to equity holders of Haitong Securities decreased to

approximately RMB1,008 million in FY2023 and recorded approximately RMB953 million in
1H2024.
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Consolidated statement of financial position

RMB million As at
31 December 31 December 30 June
2022 2023 2024
(audited) (audited)  (unaudited)
(restated)

Non-current assets

Property and equipment 17,017 16,643 16,350
Finance lease receivables 7,103 11,248 10,158
Receivables arising from sale and leaseback
arrangements 47,848 40,593 36,084
Debt instruments at fair value through other
comprehensive income 45,975 52,676 53,933
Financial assets at fair value through profit
or loss 25,043 24,767 26,208
Others 44,528 46,191 43,704
Total non-current assets 187,514 192,118 186,437

Current assets
Advances to customers on

margin financing 67,844 68,418 63,944
Financial assets at fair value through profit
or loss 184,555 196,506 185,190
Bank balance and cash 153,393 136,387 139,805
Others 160,303 161,158 146,039
Total current assets 566,095 562,469 534,978

Current liabilities

Borrowings, short-term financing bills

payables and bonds payables (133,177) (146,097) (147,056)
Accounts payable to brokerage clients (115,513) (106,539) (106,526)
Financial assets sold under

repurchase agreements (101,694) (111,618) (98,966)
Others (39,014) (55,902) (55,239)

Total current liabilities (389,398) (420,156) (407,787)

Non-current liabilities

Long-term borrowings (33,951) (24,411) (18,785)
Bonds payable (121,678) (115,619) (109,555)
Others (30,960) (19,601) (14,096)
Total non-current liabilities (186,589) (159,631) (142,436)
Total equity 177,622 174,800 171,192
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Haitong Group’s total equity had remained largely stable between 31 December 2022 and
30 June 2024 at between approximately RMB171.2 billion and RMB177.6 billion level.

In terms of non-current 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 arrangements which reduced from
approximately RMB48.0 billion to approximately RMB36.1 billion over the same period.
Impairment allowances of approximately RMB1.2 billion, RMB1.9 billion and RMB2.1 billion
were made on receivables arising from sale and leaseback arrangements as at 31 December
2022, 31 December 2023 and 30 June 2024 respectively.

Current assets comprised mainly financial assets at fair value through profit and loss as
well as advances to customers on margin financing. We note that Haitong Group had recorded
substantial credit impairment loss allowance of approximately RMB2.2 billion, RMB3.5
billion and RMB3.6 billion on advances to customers on margin financing 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 aggregate
long term borrowings and bonds payable decreased from approximately RMB155.6 billion to
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 Haitong Group for the nine months
ended 30 September 2024, which have been prepared in accordance with IFRS, are set out in
the section headed “C. Audited Consolidated Financial Statements of the Haitong Group for the
nine months ended 30 September 2024” in Appendix II to the Joint Circular.

Overall, from a profit or loss perspective, Haitong Group’s total revenue, gains and other
income decreased by approximately 30.5% from approximately RMB36,577 million during the
nine months ended 30 September 2023 (“9M2023”) to approximately RMB25,419 million
during the nine months ended 30 September 2024 (“9M2024), mainly due to the decrease of
sales revenue from a subsidiary. Due to the lower revenue in 9M2024, whilst total expenses of
Haitong Group decreased by approximately 19.9% as compared to the same period last year,
Haitong Group recorded net loss attributable to equity holders of Haitong Securities of
approximately RMB659 million, as compared to a net profit attributable to equity holders of
Haitong Securities of approximately RMB4,362 million in 9M2023. From a financial position
perspective, Haitong Group’s total equity amounted to approximately RMB169.5 billion as at
30 September 2024, remaining largely stable as compared to approximately RMB171.2 billion
as at 30 June 2024.
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For further discussions relating to Haitong Group’s financial performance in 9M2024,
please refer to “Management discussions and analysis on Haitong Group’s performance” as set
out in Appendix IV to the Joint Circular.

1.3. Historical dividends of Haitong H Shares

Dividends per Haitong H Share during the past ten years ended 31 December 2023 are set

out below:

Dividend per

Year ended Haitong H Share
(HKS$)

(approximate)

31 December 2023 0.110
31 December 2022 0.230
31 December 2021 0.350
31 December 2020 0.625
31 December 2019 Nil
31 December 2018 0.170
31 December 2017 0.281
31 December 2016 0.251
31 December 2015 0.533
31 December 2014 0.317
Total 2.869

The aggregate dividend per Haitong H Share for the ten years ended 31 December 2023
was approximately HK$2.869. We observed that Haitong Securities had consistently
distributed dividend to Haitong H Shareholders save for in the year of 2019. Meanwhile, the
ratio of dividend payout had varied which appeared to correspond to, among others, Haitong
Group’s overall profitability and financial position in accordance with its dividend policy.

2. Business and financial information of Guotai Junan Securities
2.1. Background of Guotai Junan Securities

Guotai Junan Securities is a listed company with 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 Junan Securities engages primarily in wealth management, investment
banking, institutional and trading, investment management and international business.
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2.2. Historical financial performance of Guotai Junan Securities
Set out below is a table summarising certain key financial information of the Guotai
Junan Group for FY2022, FY2023, 1H2023 and 1H2024 respectively, as extracted from the

Guotai Junan 2023 Annual Report and the Guotai Junan 2024 Interim Report.

Consolidated statement of profit or loss

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)

Total revenue and other income 49,087 52,304 26,171 25,779

Total expenses (35,700) (40,535) (18,822) (19,390)

Operating profit 13,387 11,768 7,349 6,389

Profit for the year/period
attributable to equity holders
of Guotai Junan Securities 11,509 9,374 5,742 5,016

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 wealth management, investment banking, institutional and trading, investment management
and international business. The Guotai Junan Group generates fee and commission income and
interest income mainly through the provision of financial products or services to clients and

receives investment gains through securities or equity investments.

Breakdown by business segment

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Wealth management 18,373 17,442 9,136 8,766
Investment banking 4216 3,669 1,514 1,106
Institutional and trading 21,535 20,920 10,432 9,746
Investment management 1,718 4,475 2,449 2,116
International business 2,437 4,691 2,076 3,403
Others 808 1,107 564 642
Total 49,087 52,304 26,171 25,779
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In FY2023, the Guotai Junan Group realised total revenue and other income of
approximately RMB52.3 billion, representing an increase of approximately 6.6% as compared
to FY2022. The approximate 13.0% decline in revenue of investment banking business and
marginal declines of wealth management and institutional and trading businesses were offset
by growth in revenue from investment management business of approximately 160.4% as well
as approximately 92.5% growth from international business.

The Guotai Junan Group’s total revenue and other income decreased marginally by
approximately 1.5% during 1H2024 compared with 1H2023, which was primarily caused by
lower revenue of investment banking and investment management revenue of approximately
27.0% and 13.6% respectively. Such a decline was mitigated by strong revenue growth of
international business. Meanwhile, the two largest revenue contributors (being the businesses
of wealth management and institutional and trading) were able to contain their revenue decline
within approximately 4% and 7% during 1H2024 respectively.

(1) Wealth management business
The Guotai Junan Group’s wealth management business mainly provides securities and
futures brokerage, financial products, investment advisory, margin financing and securities

lending, stock pledging, agreed securities repurchase and other services to clients.

Retail brokerage and wealth management

The table below sets out the market share of Guotai Junan Group’s securities

brokerage business in China’s domestic market:

FY2022 FY2023 1H2023 1H2024

Stocks 4.40% 4.63% 4.57% 4.92%
Securities investment funds 5.81% 5.80% 6.45% 5.54%
Bonds 6.05% 5.75% 6.00% 5.41%

Source: Guotai Junan 2023 Annual Report, Guotai Junan 2024 Interim Report and statistics from
members of SSE and Shenzhen Stock Exchange.

During FY2023 and 1H2024, the Guotai Junan Group accelerated the establishment
of its “driven by investment advisory and empowered by technology” wealth management
model and had adhered to the direction of high-quality customer expansion.
Consequently, it had largely maintained its market share in each of the stocks, securities

investment funds and bonds brokerage business.
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Futures brokerage

The table below sets out the transaction amount of Guotai Junan Futures Co., Ltd.:
RMB trillion FY2022 FY2023 1H2023 1H2024

Transaction amount 64.15 84.55 37.84 54.59

Underpinned by Guotai Junan Group’s fully incorporated integrated platform and
improved cross-market service capabilities, its futures transaction amount increased by
approximately 31.8% in FY2023. With its ability to adapt to policy adjustments, such
trends continued in 1H2024 where futures transaction amount increased by approximately
44.3% when compared to the previous corresponding period. At the same time, Guotai
Junan Group continued to gain market share for transactions conducted on Shanghai
Futures Exchange, Dalian Commodity Exchange, Zhengzhou Commodity Exchange and

China Financial Futures Exchange.

Margin financing, securities lending and stock pledging business

The table below sets out Guotai Junan Group’s balance of margin loans and balance
of the stock pledging business.

As at As at As at

31 December 31 December 30 June

RMB million 2022 2023 2024

Balance of margin loans 80,442 83,346 76,296
Outstanding balance of stock

pledging business 26,246 26,531 23,038

Guotai Junan Group continued to optimise its risk control system and business
management model during FY2023 and 1H2024 by adhering to counter-cyclical
adjustment mechanism. Similarly, the Guotai Junan Group adhered to the prudent and
steady development strategy of “diversification, low leverage and high 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 financing and securities
lending, and stock-pledged financing and securities repurchase of Guotai Junan Group.
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RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)

Interest income from

margin financing and

securities lending 6,387 6,083 3,083 2,637
Interest income from stock-

pledged financing and

securities repurchase 1,860 1,389 710 590

As shown in the table above, interest income from margin financing and securities
lending declined by approximately 4.8% in FY2023 as compared to FY2022 and
approximately 14.5% in 1H2024 as compared to 1H2023 respectively. Interest income
from stock-pledged financing and securities repurchase declined by approximately 25.3%
in FY2023 as compared to FY2022 and approximately 16.9% in 1H2024 as compared to
1H2023 respectively.

(1I) Investment banking business

Guotai Junan Group’s investment banking business mainly provides listing sponsorship,
equity underwriting, debt underwriting, structured debt financing, M&A (merger and
acquisition) financial advisory and diversified corporate solutions to corporate and government
clients.

In FY2023 and 1H2024, Guotai Junan Group was able to consolidate its leading market
position in the investment banking business.

Its lead underwriting amount for securities increased by approximately 18.8% and 26.4%
in FY2023 and 1H2024 when compared to the previous corresponding periods. Strong growth
was observed in the underwriting of corporate bonds, in particular science and technology
innovation bonds as well as financial bonds. Its market share also increased during these
periods. The above increases more than offset the lower underwriting amount for equity
interest and IPO projects as Guotai Junan Group responded prudently to changes in the external
environment.

(I11) Institution and trading business

Guotai Junan Group’s institutional and trading business mainly consists of research,
institutional brokerage, trading and investment and equity investment. Among which,
institutional brokerage mainly provides prime brokers, seat leasing, custody and outsourcing,
QFII and other services to institutional clients. The trading and investment business mainly
includes investment transactions in stocks, fixed income, foreign exchange, large commodities
and their derivative financial instruments, as well as providing integrated financial solutions
for clients’ investment, financing and risk management.
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Trading and investment business

In FY2023, Guotai Junan Group’s cumulative nominal principal amount of OTC
derivatives increased by approximately 16.9% compared to the previous year, in line with
the steady development and effect of its brand “Guotai Junan Risk Hedging”. Such
amount further increased by approximately 18.0% during 1H2024.

Guotai Junan 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 1H2024.

Alternative investment business

Guotai Junan Group made 24 new investments and 7 divestments in FY2023,
continuing the expansion of its equity investment business. Three new investments were
made in 1H2024 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) Investment management business

Guotai Junan Group’s investment management business provides asset management and
fund management services to institutions and individuals.

As at 31 December 2023, the scale of asset under management of GTJA Asset
Management and HuaAn Funds amounted to approximately RMB543.1 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
Management and HuaAn Funds further increased to approximately RMBS587.0 billion and
RMB739.5 billion respectively.

(V) International business

In terms of international business, Guotai Junan Group built an international business
platform around Guotai Junan Financial Holdings, and conducted brokerage, corporate finance,
asset management, loans and financing services, financial products, market-making and
investment business in Hong Kong, mainly through Guotai Junan International, with its
business presence expanded into the United States, Europe and Southeast Asia.

During 1H2024, Guotai Junan International recorded an approximate 40.7% increase in
revenue to approximately HK$2.17 billion compared with 1H2023. Significant revenue
increases were recorded for (i) interest income which increased by approximately 30.3% to
HKS$1.1 billion; and (ii) net trading and investment income which almost doubled to
approximately HK$0.7 billion.
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Total revenue and other income

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Fee and commission income 17,732 18,749 9,084 8,841
Interest income 15,587 15,636 7,856 7,417
Net investment gains 5,539 9,120 5,197 4,933
Other income and gains 8,751 8,799 4,034 4,588
Gain on business combination’¥?* 1,478 — — —
Total revenue and other income 49,087 52,304 26,171 25,779

Note: Guotai Junan Securities acquired 8% interest in HuaAn Funds Management Co., Ltd. (“HuaAn Funds”) on 4
November 2022. After the acquisition, Guotai Junan Securities’ shareholding percentage in HuaAn Funds
increased to 51%.

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 gains
increased significantly in FY2023 compared to FY2022 due to an increase in investment gains
of financial instruments at fair value through profit or loss.

In 1H2024, Guotai Junan Group’s total revenue and other income declined marginally by
approximately 1.5% compared to 1H2023. This was mainly due to (i) a 2.7% decrease in fee
and commission income as revenue of brokerage and investment banking businesses dropped;
(i) a 5.6% decrease in interest income due to decline in margin financing and securities
lending, as well as stock pledging business; and (iii) 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 mitigated by a 13.7% increase in other income and gains due to higher
sales revenue of bulk commodity trading of subsidiaries.

- 166 —



LETTER FROM HAITONG IFA

Composition of expenses

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Fee and commission expenses 3,532 3,681 1,708 2,464
Interest expenses 10,822 12,833 6,317 6,373
Staff costs 9,537 9,911 4,566 3,998
Depreciation and amortization
expenses 1,305 1,514 740 799
Tax and surcharges 215 185 94 62
Other operating expenses
and costs 10,729 12,116 5,287 5,431
Provision for impairment losses 24 32 1 26
Credit loss expense (464) 263 109 237
Total 35,700 40,535 18,822 19,390

Guotai Junan Group’s expenses increased by approximately 13.5% to approximately
RMB40.5 billion during FY2023 mainly due to the increase in interest expenses, especially
those relating to financial assets sold under repurchase agreements and borrowings. Other
operating expenses and costs were approximately 12.9% higher, primarily due to full-year
effect of consolidation of HuaAn Funds as a subsidiary. The higher expenses were also due to
the fact that credit loss expense was accrued in FY2023 taking into account changes in market
environment and project conditions while there were reversals of impairment losses in FY2022.

During 1H2024, Guotai Junan Group’s expenses were higher by approximately 3.0% than
1H2023 despite lower total revenue and other income. Fee and commission expenses, in
particular those relating to futures brokerage business, were higher. This was partly mitigated
by lower staff costs. The main component of expenses, being interest 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.
Net profit attributable to equity holders of Guotai Junan Securities
As the increase in expenses outpaced the improvement in revenue, Guotai Junan Group

recorded an approximate 18.5% decrease in profit attributable to equity holders of Guotai
Junan Securities in FY2023 compared with FY2022.
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As revenue marginally decreased by approximately 1.5% in 1H2024 while expenses
marginally increased by approximately 3.0%, Guotai Junan Group’s profit attributable to
equity holders in 1H2024 was approximately 12.6% lower at RMBS5.0 billion. Set out below
is a table showing profits before income tax breakdown by segment.

RMB million FY2022 FY2023 1H2023 1H2024
(audited) (audited) (unaudited) (unaudited)
(restated)
Wealth management 5,534 3,696 2,470 1,946
Investment banking 1,655 1,682 516 378
Institutional and transaction 6,562 5,287 3,545 2,754
Investment management 1,286 1,791 1,009 960
International business 159 895 377 782
Others (1,056) (1,203) (374) (301)
Profits before income tax 14,140 12,148 7,543 6,519

Consolidated statement of financial position

RMB million As at
31 December 31 December 30 June
2022 2023 2024
(audited) (audited) (unaudited)
(restated)

Non-current assets

Property and equipment 3,177 4,345 4,271
Debt instruments at fair value through

other comprehensive income 56,360 76,450 51,808
Refundable deposits 58,923 56,788 65,897
Financial assets at fair value through

profit or loss 21,127 22.550 13,686
Investments in associates and joint

ventures 11,444 12,791 13,016
Others 16,316 17,548 20,366

Total non-current assets 167,347 190,472 169,044
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RMB million
31 December

2022
(audited)
(restated)
Current assets
Margin accounts receivable 87,116
Financial assets held under resale
agreements 70,837
Financial assets at fair value through
profit or loss 310,274
Debt instruments at fair value through
other comprehensive income 4,830
Cash held on behalf of brokerage
customers 158,868
Cash and bank balances 30,748
Others 30,688
Total current assets 693,361
Current liabilities
Accounts payable to
brokerage customers (195,719)
Financial assets sold under repurchase
agreements (173,237)
Financial liabilities at fair value through
profit or loss (48,328)
Bonds payable (33,724)
Others (122,465)
Total current liabilities (573,473)
Non-current liabilities
Bonds payable (94,159)
Financial liabilities at fair value through
profit or loss (26,721)
Others (2,509)
Total non-current liabilities (123,389)
Total equity 163,845
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As at

31 December

2023
(audited)

89,754
67,883
350,024
17,696
141,939
30,740

36,895
734,931

(178,055)
(216,829)
(57,624)
(32,443)
(145,858)
(630,809)
(101,582)
(17,201)
(2,433)

(121,216)

173,378

30 June
2024
(unaudited)

82,947
61,624
336,630
22,187
153,851
35,488

36,288
729,015

(204,229)
(178,488)
(54,026)
(34,540)
(143,500)
(614,783)
(96,975)
(9,063)
(2,427)

(108,465)
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Total equity of Guotai Junan Group increased by approximately 6.7% between 31
December 2022 and 30 June 2024, in line with the profits recorded over this period. Current
assets accounted for about 80% of total assets and Guotai Junan Group had net current assets
position, thus maintaining a reasonable liquidity structure.

In addition, taking into account the impact of market fluctuations, Guotai Junan 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 Junan Group
estimates the probability of default based on the mapping relationship of rating, sets loss given
default based on industrial information and market data, and takes forward-looking 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 (iii) financial assets held under resale agreements and
margin accounts receivable: 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 value through other comprehensive
income was higher at approximately RMB76.5 billion compared with RMB56.4 billion as at 31
December 2022 due to the increase in scale of such investments according to the then market
environment. It subsequently adjusted the scale of such investments by 30 June 2024, hence the
value of such debt instruments declined to approximately RMBS51.8 billion. For same reason,
financial assets at fair value through profit or loss similarly decreased from approximately
RMB22.6 billion as at 31 December 2023 to approximately RMB13.7 billion as at 30 June
2024.

Current assets

Responding to market environment, Guotai Junan 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 December 2023 compared to as at 31 December 2022. It then scaled
down such investments as market evolved and hence financial assets at fair value through profit
and loss reduced to approximately RMB336.6 billion as at 30 June 2024.

As at 31 December 2023, cash held on behalf of brokerage customers recorded a decrease
of approximately 10.7% when compared with 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.
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Current liabilities

As at 31 December 2022, 31 December 2023 and 30 June 2024, accounts payable to
brokerage customers fluctuated from approximately RMB195.7 billion to RMB178.1 billion
and then to RMB204.2 billion. Such movements corresponded with securities market
conditions. Changes in other current liabilities items generally reflected Guotai Junan Group’s
business development needs and in combination with the optimisation of its liability structure.

Non-current liabilities

Guotai Junan Group regularly adjusted its liability structure in accordance with market
conditions and in this regard, bond payable increased from approximately RMB94.2 billion as
at 31 December 2022 to approximately RMB101.6 billion as at 31 December 2023 and reverted
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 Junan Securities for the nine months
ended 30 September 2024 under CASBE

We noted that Guotai Junan Securities had announced the unaudited financial statements
of the Guotai Junan Securities for the nine months ended 30 September 2024, which have been
prepared pursuant to CASBE, on 30 October 2024.

Overall, from a profit or loss perspective, Guotai Junan Securities’ operating revenue
increased by approximately 7.3% from approximately RMB27,029 million during 9M2023 to
approximately RMB29,001 million during 9M2024, mainly due to a year-on-year increase in
gains from changes in fair value. In 9M2024, Guotai Junan Securities recorded net profit
attributable to equity holders of the parent company of approximately RMB9,523 million, as
compared to a net profit attributable to equity holders of the parent company of approximately
RMB&8,627 million in 9M2023. From a financial position perspective, Guotai Junan Securities’
total equity attributable to equity holders of the parent company was approximately RMB166.5
billion as at 30 September 2024, remaining largely stable as compared to RMB167.0 billion as
at 31 December 2023.

For further discussions relating to Guotai Junan Securities’ financial performance in
9M2024, please refer to Guotai Junan 2024 Third Quarterly Report dated 30 October 2024.
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2.3. Historical dividends of Guotai Junan H Shares

Dividends per Guotai Junan H Share during the past ten years ended 31 December 2023

are set out below:

Dividend

Dividend per 0.62
per Guotai Guotai Dividend
Junan H Junan H per Haitong
Year ended Share Share H Share
(HKS$) (HK$) (HKS$)
(approximate) (approximate) (approximate)
31 December 2023 0.440 0.273 0.110
31 December 2022 0.589 0.365 0.230
31 December 2021 0.798 0.495 0.350
31 December 2020 0.672 0.417 0.625
31 December 2019 0.427 0.265 Nil
31 December 2018 0.313 0.194 0.170
31 December 2017 0.494 0.306 0.281
31 December 2016 N/Aere D N/Aere D 0.251
31 December 2015 N/Aore D N/Aoe D 0.533
31 December 2014 N/Aore D N/Aore D 0.317
Total 3.733 2.314 1.767" 2

Notes:

(1)  The H shares of Guotai Junan Securities were listed on the Hong Kong Stock Exchange since 2017.

(2)  For comparison purpose, this aggregate dividend per Haitong H Share represents summation from the
year of 2017 to 2023.

The aggregate dividend per Guotai Junan H Share since its listing on the Hong Kong
Stock Exchange in 2017, until the year of 2023, was approximately HK$3.733. Dividend had
consistently been paid out every year since the Guotai Junan H Share listing.

For illustrative purposes and assuming all things being equal; after accounting for the
Exchange Ratio, the dividend from Guotai Junan H Shares which Haitong H Shareholders
would have held was higher than the dividend Haitong H Shareholders would have received
from their holding of Haitong H Shares during most of the years, except for the year ended 31
December 2020.

We note that the above illustration is historical and does not reflect financial situation of
the Post-Merger Company. Both Haitong Securities and Guotai Junan Securities in the past had
their respective cash dividend policy, the amount of distribution may vary subject to a number
of factors, such as the actual amount of profits available for distribution for the particular
year/period, needs of corporate operation and development and any future plans on usage of
funds. Therefore, such historical dividends may not be reflective of future dividend payments
of the Post-Merger Company.
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3. Industry development and outlook

We have reviewed the First-half 2024 Analysis of the Securities Industry Report' (the
“1H 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 Information Service Co., Ltd. and 24.2%-owned by the Government of Singapore
Investment Corporation. It had over 300 analysts covering more than 3,000 issuers in 2023.

Recent industry developments

According to the 1H SI Report, in the first half of 2024, the PRC stock markets had
experienced substantial fluctuations where both the Shanghai Composite Index and Shenzhen
Composite Index reached their respective interim lows in February 2024 but rebounded to their
highest levels in mid-May 2024; thereafter, they continued a downward trend. As at the end of
June 2024, the Shanghai Composite Index had risen by about 0.2% while the Shenzhen
Component Index had declined by approximately 5.9% compared to beginning of 2024.
Trading amount of A-share markets during the first half of 2024 was approximately 9.3% lower
than the first half of 2023, reflecting subdued stock market activities. With regards to the bond
market, the outstanding balance of bonds increased by approximately 5.1% as at 30 June 2024

compared to the beginning of the year.

The 1H SI Report noted that the asset scale of securities companies have been increasing
along with the continuous expansion of the PRC securities markets. While there remained a
trend of overall revenue increase for securities companies, profitability has been under
pressure. During the first half of 2024, the aggregate revenue of 147 securities companies
recorded year-on-year decrease of approximately 9.4%, principally affected by the year-on-
year decline in income from brokerage, credit and investment banking businesses, which was
affected by low trading activities of stock markets, the decline in the daily average balance of
margin trading and the slowdown in IPO activities.

The 1H SI Report also noted the relatively dominance of large size securities companies
in the market, meanwhile the concentration of the securities industry remained relatively high
during the first half of 2024 where the 10 largest accounted for about 69% and 56% of the
industry’s revenue and net profit. It believes the large size securities companies could expand
their leading advantageous position by leveraging 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 Guotai Junan Group ranked second and the Haitong
Group ranked fifth in terms of asset scale among PRC’s securities companies.

1 https://www.lhratings.com/file/fb2bd5a2777.pdf
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Securities industry-related policies

Since beginning of 2024, the China Securities Regulatory Commission (“CSRC”) has
continued to release policies on the implementation of the new “National Nine Guidelines” for
capital market (&7 T &5871“[® JLI) and the reform of the capital market has been deepened.

Some of the announced policies include:

—  The BTGS2 R A 5254 B A I DR g i — DS B SR AT A B SR 1Y
BEHGT)) policy announced in March 2024 which focuses on rectifying
deviations in business philosophies of certain securities companies and fund
managers, their ineffective operating capabilities and their low awareness on
governance issues.

—  In April 2024, the <[5 B & B A B AS 7 5 MBS BHEL A 26 8 K- 38 R 1+ /S TH RS
Jifi) 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 ISR BRI o B2 917 gy 41 B AR T i BB SRR I T L) policy
announced by the State Council of PRC in April 2024 supports leading corporations
within industries to reorganise through mergers and acquisitions so as to enhance
their core competence and competitive positions.

- The (B RS B g R R B A R S A T S SRR L) policy was
announced in September 2024 where mergers and acquisitions is recognised as an
important tool to support the upgrade and transformation of industries and to realise
high quality development of corporations.

Outlook

The 1H SI Report expects competition will continue at disparate levels, medium and
small-scale securities companies continue to face development pressure and seek differentiated
transformation paths.

The 1H SI Report stated that up to mid-September 2024, seven mergers and acquisitions
within the securities industry had been announced. It believes under the encouragement of
government policies, there has been an acceleration of such merger and acquisition activities
of securities companies in the year.

Based on the aforesaid recent industry development and outlook, we are of the view that
the Proposed Merger is consistent with market and regulatory developments. The rationale of
the Proposed Merger as further elaborated below is justified by such development and it will
be in the interests of Haitong Securities and the Disinterested Haitong H Shareholders.
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4. Rationale of the Proposed Merger

We have considered the rationale of the Proposed Merger from Haitong Securities’
perspective and from the Disinterested Haitong H Shareholders’ perspective and our analysis
is as follows:

4.1. From Haitong Securities’ perspective

It is noted that the Central Financial Work Conference held 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 powerhouse; (ii) create world-class
top-tier investment banks, which in effect, further support Shanghai as an international finance
hub to develop and progress towards a new stage with elevated capabilities; and (iii) drive and
recalibrate the competitive landscape of the industry, generating 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 financing. This will help
better establish strategic positioning across the “five key chapters” of technology finance,
green finance, inclusive finance, pension finance and digital finance and capture unprecedented
development opportunities.

The Proposed Merger represents a strategic move with an objective (i) to combine
Haitong Securities and Guotai Junan Securities, which respectively are top players in the
securities industry, to seize the opportunities of time and accelerate their combined
development into a world-class investment bank; (ii) to reinforce their complementary
advantages and enhance their core functionality to fully establish leading core competitiveness;
and (iii) to optimise their combined layout by benchmarking against world-class standards with
active participation in global competition and resource allocation.

4.2. From the Disinterested Haitong H Shareholders’ perspective

Opportunities to share the benefits arising from a financially stronger and more comprehensive
scale combined financial institution

The industry landscape and outlook are elaborated in the section headed “3. Industry
development and outlook™ above. In particular, it is noted that the market is increasingly being
dominated by large size securities companies and large scale of operations provides a host of
competitive advantages. By consolidating Haitong Securities and Guotai Junan 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 through the integration of the
respective competitive strengths and experiences of Haitong Securities and Guotai Junan
Securities.
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In response to the authority’s initiative to create strong and powerful financial institutions
in China, the objective of the Proposed Merger as mentioned above and the competitive
strengths and positive outlook of the Post-Merger Company, we are of the view that the
Proposed Merger represents an opportunity for the Disinterested Haitong H Shareholders to
participate in a stronger and more dominant combined leading financial institution in the
industry.

By retaining equity exposure in the Post-Merger Company, Disinterested Haitong H
Shareholders can benefit from the growth potential of a more diversified business portfolio
with stronger asset backing than what they currently hold. Moreover, should the Proposed
Merger become effective, Disinterested Haitong H Shareholders will hold shares of a
financially stronger and more comprehensive scale Post-Merger Company with larger market
capitalisation and they can expect to 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 valuation of the Post-Merger Company and with enhanced trading
liquidity which facilitates more efficient investment and realisation activities. Thus, the
Proposed Merger in effect not only preserves existing investment value in Haitong Securities’
businesses but also positions Disinterested Haitong H Shareholders to capitalise on future
growth prospects across the Post-Merger Company’s broader business segments, as well as
possible enhanced valuation after the Proposed Merger.

Opportunity to exchange the Haitong H Shares at a premium to the prevailing market price

The exchange price for each Haitong H Share of HK$4.79 represents a premium of
approximately 31.96% over the closing price of each Haitong H Share of HK$3.63 on the Hong
Kong Stock Exchange as of the Last Trading Date, after deducting the Haitong 2024 Interim
Dividend. The recent market trading price of the Proposed Merger Consideration (as defined
below) is at a premium to that of the Haitong H Shares as analysed in the section headed “5.1.
Market value of the Proposed Merger Consideration against the market value of Haitong H
Shares” below. Per our analysis on historical price performance, it is noted that the closing
price of Haitong H Shares had not reached the market value of the Proposed Merger
Consideration during the Pre-Announcement Period (as defined below). From the perspective
of market trading price of Haitong H Shares, we are of the view that the Proposed Merger offers
Disinterested Haitong H Shareholders a reasonable opportunity to exchange their Haitong H
Shares at a premium to the prevailing market price into Guotai Junan H Shares.
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5. The Exchange Ratio

Pursuant to the terms of the Proposed Merger, Guotai Junan Securities proposes to issue
Guotai Junan A Shares and Guotai Junan H Shares to Haitong Share-Exchange Shareholders at
the same Exchange Ratio in exchange respectively, for the Haitong A Shares and Haitong H
Shares held by such persons.

The Exchange Ratio, being 0.62:1 (rounded to two decimal places), has been agreed after
arm’s length negotiations between Guotai Junan Securities and Haitong Securities by taking
into account the Market Reference Prices of the A shares of the two companies, and after
deducting the Guotai Junan 2024 Interim Dividend and Haitong 2024 Interim Dividend
respectively. This Exchange Ratio means that one Haitong A Share or Haitong H Share shall
be exchanged for 0.62 Guotai Junan A Shares or Guotai Junan H Shares respectively to be
issued by Guotai Junan Securities.

According to the Joint Circular, for illustrative purpose only, the exchange price for each
Haitong H Share of HK$4.79, being the Exchange Ratio multiplied by the exchange price of
Guotai Junan H Shares, represents:

(a) apremium of approximately 31.96% over the closing price of each Haitong H Share
of HK$3.63 on the Hong Kong Stock Exchange as of the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend;

(b) a premium of approximately 38.44% over the volume-weighted average price of
HK$3.46 of each Haitong H Share on the Hong Kong Stock Exchange for the 20
trading days immediately prior to the date of the Joint Announcement, after
deducting the Haitong 2024 Interim Dividend;

(¢) apremium of approximately 33.80% over HK$3.58 of each Haitong H Share, being
the Market Reference Price of each Haitong H Share (for the 60 trading days
immediately prior to the date of the Joint Announcement) after deducting the
Haitong 2024 Interim Dividend;

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

(e) an implied P/B Ratio of 0.35 and 0.35 over the audited net asset value attributable
to owners of Haitong Securities per Haitong Share as of 31 December 2023 and the
unaudited net asset value attributable to owners of Haitong Securities per Haitong
Share as of 30 June 2024 respectively. In comparison, the closing price as of the Last
Trading Date of Haitong H Share after deducting Haitong 2024 Interim Dividend
implies P/B Ratio of 0.27 and 0.26 over the audited net asset value attributable to
owners of Haitong Securities per Haitong Share as of 31 December 2023 and the
unaudited net asset value attributable to owners of Haitong Securities per Haitong
Share as of 30 June 2024 respectively. The audited net asset value attributable to
owners of Haitong Securities per Haitong Shares as of 31 December 2023 is adjusted
by deducting the Haitong 2023 Final Dividend and the Haitong 2024 Interim
Dividend.
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According to the Joint Circular, the exchange price for each Guotai Junan H Share of
HK$7.73, being the Market Reference Price after deducting the Guotai Junan 2024 Interim
Dividend, represents:

(a)

(b)

(c)

(d)

(e)

a discount of approximately 2.28% over the closing price of each Guotai Junan H
Share of HK$7.91 on the Hong Kong Stock Exchange as of the Last Trading Date,
after deducting the Guotai Junan 2024 Interim Dividend;

a premium of approximately 0.39% over the volume-weighted average price of
HK$7.70 of each Guotai Junan H Share on the Hong Kong Stock Exchange for the
20 trading days immediately prior to the date of the Joint Announcement, after
deducting the Guotai Junan 2024 Interim Dividend;

equal to the Market Reference Price (after deducting the Guotai Junan 2024 Interim
Dividend) of HK$7.73 of each Guotai Junan H Share on the Hong Kong Stock
Exchange for the 60 trading days immediately prior to the date of the Joint

Announcement;

a discount of approximately 33.36% over the closing price of each Guotai Junan H
Share of HK$11.60 on the Hong Kong Stock Exchange as of the Latest Practicable
Date; and

an implied P/B Ratio of 0.44 and 0.43 over the audited net asset value attributable
to owners of Guotai Junan Securities per Guotai Junan Share as of 31 December
2023 and the unaudited net asset value attributable to owners of Guotai Junan
Securities per Guotai Junan Share as of 30 June 2024 respectively. In comparison,
the closing price as of the Last Trading Date of Guotai Junan H Share after
deducting Guotai Junan 2024 Interim Dividend implies P/B Ratio of 0.45 and 0.44
over the audited net asset value attributable to owners of Guotai Junan Securities per
Guotai Junan Share as of 31 December 2023 and the unaudited net asset value
attributable to owners of Guotai Junan Securities per Guotai Junan Share as of 30
June 2024 respectively. The audited net asset value attributable to owners of Guotai
Junan Securities per Guotai Junan Shares as of 31 December 2023 is adjusted by
deducting the Guotai Junan 2023 Final Dividend and the Guotai Junan 2024 Interim
Dividend.

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

Exchange Ratio, please refer to the paragraph headed “(2) Exchange Ratio and Basis of

Determination” under the section headed “2. Terms of the Proposed Merger” in the “Terms and

information of the Proposed Merger and the Proposed Placement” contained in the Joint

Circular.

For the interests of the Disinterested Haitong H Shareholders, this Exchange Ratio means

that one Haitong H Share shall be exchanged for 0.62 Guotai Junan H Shares to be issued by

Guotai Junan Securities (the “Proposed Merger Consideration”).
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Given that both Haitong A Shares and Haitong H Shares will be exchanged at the same
Exchange Ratio, and our role is to advise the Haitong IBC, which in turn, will provide
recommendation to the Disinterested Haitong H Shareholders, our following analysis will
focus on the Haitong H shares.

In assessing the fairness and reasonableness of the Exchange Ratio, we have conducted
the following analysis:

(a) Market value comparison: To provide a direct comparison based on current market
conditions and provide an immediate perspective on the Proposed Merger’s
attractiveness, section 5.1 presents an analysis on the market value of the Proposed
Merger Consideration against the market value of Haitong H Shares.

(b) Underlying asset value and profitability comparison: In addition to market value
comparison, section 5.2 presents an analysis comparing (i) the underlying asset
value of the Proposed Merger Consideration (being the underlying asset value of
0.62 Guotai Junan H Shares) against the underlying asset value of each Haitong H
Share; and (ii) the profitability attributable to the Proposed Merger Consideration
(being the profitability of 0.62 Guotai Junan H Shares) against the profitability of
each Haitong H Share. This approach accounts for the inherent value of the

companies’ assets and its ability to generate profits.

(¢) Relative market price trend: Since the Proposed Merger comprises the Share
Exchange, we also consider the market price trends of Haitong H Shares and Guotai
Junan H Shares to ascertain whether our analysis on the market value comparison
remains valid up to the Latest Practicable Date.

5.1. Market value of the Proposed Merger Consideration against the market value of
Haitong H Shares

Based on the closing price of HK$8.07 for every Guotai Junan H Share as quoted on the
Stock Exchange on the Last Trading Date, the value of the Proposed Merger Consideration is
equivalent to approximately HK$5.00 for every Haitong H Share.

Based on the closing price of HK$11.60 for every Guotai Junan H Share as quoted on the

Stock Exchange as at the Latest Practicable Date, the value of the Proposed Merger
Consideration is equivalent to approximately HK$7.19 for every Haitong H Share.
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The table below sets out the comparison between the Proposed Merger Consideration
against the closing price of Haitong H Shares for certain periods, after deducting the Haitong
2024 Interim Dividend or the Guotai Junan 2024 Interim Dividend (where applicable).

Premium/(discount) of the value of the
Proposed Merger Consideration for every
Haitong H Share over/to the closing price
of Haitong H Share, based on the closing

price of HK$7.91 (after deducting the

Guotai Junan 2024 Interim Dividend)
and HK$11.60 for every Guotai Junan H

Share as quoted on the Stock Exchange

respectively on
the Last the Latest
Trading Date Practicable Date
(%) (%)

Every Haitong H Share as quoted on the Stock Exchange on the
Last Trading Date of HK$3.63, after deducting the Haitong
2024 Interim Dividend 35.1 98.1

Average closing price of approximately HK$3.46 for every
Haitong H Share as quoted on the Stock Exchange for the 10
trading days up to and including the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend 41.7 107.9

Average closing price of approximately HK$3.46 for every
Haitong H Share as quoted on the Stock Exchange for the 30
trading days up to and including the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend 41.7 107.9

Average closing price of approximately HK$3.65 for every
Haitong H Share as quoted on the Stock Exchange for the 90
trading days up to and including the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend 344 97.0

Average closing price of approximately HK$3.73 for every
Haitong H Share as quoted on the Stock Exchange for the 180
trading days up to and including the Last Trading Date, after
deducting the Haitong 2024 Interim Dividend 315 92.8

Every Haitong H Share as quoted on the Stock Exchange on the
Latest Practicable Date of HK$6.96 (29.5) 3.3
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Based on the respective closing prices of Guotai Junan H Shares and Haitong H Shares
on the Last Trading Date after deducting the Guotai Junan 2024 Interim Dividend and the
Haitong 2024 Interim Dividend respectively, the value of the Proposed Merger Consideration
represents a premium of approximately 35.1% over the value of each Haitong H Share.

The value of the Proposed Merger Consideration, based on the closing price of Guotai
Junan H Shares on the Last Trading Date after deducting the Guotai Junan 2024 Interim
Dividend, represents premiums of approximately 41.7%, 41.7%, 34.4% and 31.5% over the
average closing prices of Haitong H Shares for the 10, 30, 90 and 180 trading days up to and
including the Last Trading Date respectively after deducting the Haitong 2024 Interim
Dividend.

The value of the Proposed Merger Consideration, based on the closing price of Guotai
Junan 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 Haitong H Shares for the 10, 30,
90 and 180 trading days up to and including the Last Trading Date respectively after deducting
the Haitong 2024 Interim Dividend.

We are aware that the value of the Proposed Merger Consideration (based on the closing
price of Guotai Junan H Shares on the Last Trading Date after deducting the Guotai Junan 2024
Interim Dividend) when compared against the value of each Haitong H Share (based on the
closing price on the Latest Practicable Date) represents a discount of approximately 29.5%. We
note that there is a period of 49 trading days between the Last Trading Date and the Latest
Practicable Date and between these two dates, the closing prices of Haitong 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 closing prices of
Guotai Junan H Shares exhibited similar trading pattern (as further illustrated in the section
headed *“5.3. Historical relative market price performance” below) between the Last Trading
Date and the Latest Practicable Date, indicating that the value of the Proposed Merger
Consideration had also moved in tandem. Therefore, from a share exchange perspective, we are
of the view that this discount rate which manifested by comparing prices on two different dates
(being the Last Trading Date and the Latest Practicable Date during which this significant
corporate action of Proposed Merger had been announced) is not a meaningful factor for the
Disinterested Haitong H Shareholders when assessing the fairness and reasonableness of the
Exchange Ratio.

Based on the respective closing prices of Guotai Junan H Shares and Haitong H Shares
on the Latest Practicable Date, the value of the Proposed Merger Consideration represents a
premium of approximately 3.3% over the value of each Haitong H Share.

Additionally, we note an alternative illustration of the Exchange Ratio comparison as set
out in the paragraph headed “(1) Comparison of the Exchange Ratio” under the section headed
“5. Comparisons of value” in the “Terms and information of the Proposed Merger and the
Proposed Placement” contained in the Joint Circular. The Exchange Ratio, being 0.62, is higher
than those indicative exchange ratios, being 0.46, 0.45 and 0.46, as implied by the respective
(volume-weighted average) H share trading prices of Guotai Junan Securities and Haitong
Securities as at the Last Trading Date, 20 and 60 trading days leading up to the date of the Joint
Announcement respectively, which is reasonable.
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Set out below is a chart showing (i) the closing prices of Haitong 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 Junan
H Shares as at the Last Trading Date. We are of the view that the price performance of the
Haitong H Shares during the Review Period can fairly and sufficiently reflect the recent market
perception on Haitong Securities’ performance and outlook.

9 October 2024: 30 October 2024: HSI

Closing price of Haitong H Shares vs. Proposed Merger Consideration Publication of Third quarterly
80 30 October 2023: Third 9 July 2024: Joint report for the year 24,000
quarterly report for the 28 March 2024: 26 April 2024: Announcement on  Announcement M 2024
75 year2023 Annual results First quarterly preliminary results for h X 23,000
- announcement for / report for the / the first half of 2024 n o
the year ended 31 \ year 2024 ['H
70 December 2023 5 Sepiember 20 h 22,000
Last Trading Date Iy
65 ' - 21,000
'l 1 (A IIV \
S \
] : ! 20,000
] v,
H -
! 19,000
A /
1
A 7 8,000
*, ’ Y
Nt el »”
(LX) 17,000
Trading halt from 9
September 9:00am to 10 16,000

October 2024 9:00am  —.
15,000

14,000

3.0

~ == Hang Seng Index

= Closing Share of Haitong H Shares Proposed Merger Consideration (based on the closing price of Guotai Junan H Shares as at the Last Trading Date)

Source: Hong Kong Stock Exchange website (www.hkex.com.hk)

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 Junan 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 closing prices of Haitong 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 closing 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 Haitong 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 1H2024 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 Haitong 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 Haitong H Shares was
suspended, which increased significantly from 17,197 as of 9 September 2024 to 20,637 as of
9 October 2024. As at the Latest Practicable Date, Haitong H Shares closed at HK$6.96 per
share.

Overall, the market value of the Proposed Merger Consideration represented premiums
over the closing prices of Haitong H Shares, and therefore we consider that the Exchange Ratio
is fair and reasonable from a market value comparison perspective.

5.2. Underlying value of the Proposed Merger Consideration against the net asset value and
profits attributable to owners of Haitong Securities

In addition to market value comparison, we have also considered from the perspectives
of underlying asset value and relative profitability.

Underlying asset value comparison

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 Haitong H Share.

Underlying asset
value of the
Proposed Merger
Consideration

Underlying asset
value of each
Haitong H Share

Total equity attributable to
owners of Guotai Junan
Securities/Haitong Securities
based on their respective latest
published financial information
(in RMB) (Approximate) 168,096,267,000° 1) 161,228,933,000"¢ )

Total number of issued shares
(A+H shares) of Guotai Junan
Securities/Haitong Securities as
at the Latest Practicable Date 8,903,730,620 13,064,200,000

Net asset value per share
attributable to owners of Guotai

Junan Securities/Haitong

Securities (in RMB) (A) 18.88 12.34
Exchange Ratio (B) 0.62 N/A
Underlying asset value (in RMB)

(A) x (B) 11.71 12.34
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Notes:

(1)  The figure was extracted from Guotai Junan 2024 Interim Report, where it was rounded to the nearest

thousand.

(2)  The figure was extracted from the audited consolidated financial statements of the Haitong Group for
the nine months ended 30 September 2024 as set out in Appendix II to the Joint Circular, where it was

rounded to the nearest thousand.

From the table above, the underlying asset value of the Proposed Merger Consideration
represents a slight discount of approximately 5.1% to the underlying asset value of each

Haitong H Share.

Profitability comparison

Set out below is the comparison between the profit attributable to owners of the Proposed

Merger Consideration (being the profit attributable to 0.62 Guotai Junan H Shares) and the

profit attributable to owners for each Haitong H Share.

Profit attributable to
owners under the
Proposed Merger

Consideration

Profit attributable to owners of
Guotai Junan Securities/Haitong
Securities based on their
respective latest published
audited financial information
(in RMB) (Approximate) 9,374,143,000% )

Adjusted weighted average number
of ordinary shares (A+H shares)
in issue of Guotai Junan
Securities during the financial
year/Number of shares in issue of
Haitong Securities during the
financial year (Approximate) 9,047,308,000

Basic earnings per share attributable

to owners of Guotai Junan

Securities/Haitong Securities

(in RMB) (A) 0.98
Exchange Ratio (B) 0.62

Profit attributable (in RMB)
(A) x (B) 0.61
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Profit attributable to

owners for each
Haitong H Share

1,008,406,000 2)

13,055,322,000
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0.08



LETTER FROM HAITONG IFA

Notes:

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

(2)  The figure was extracted from Haitong 2023 Annual Report, where it was rounded to the nearest
thousand.

From the table above, the profit attributable 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 Haitong 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.

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
attributable to owners. Overall this renders the Exchange Ratio of Proposed Merger from this
perspective fair and reasonable.

Additionally, for the Disinterested Haitong 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 market 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 Junan
H Share and Haitong H Shares during the Review Period, with a base of 100 as at 5 September
2023.

Share price analysis (Relative)
Index: Closing share price as at 5 September 2023 = 100

Trading halt from 9
140 Sapterher 0:00am to 10
October 2024 0:00am ™y,
130
Guotai unan H Share

20 /

Haitong H Share

~— Closing 5kare Price of Haitong H Shares (reltie) Clozing & here Price of Guotd Junem H Shares (ralative)

Source: Hong Kong Stock Exchange website (www.hkex.com.hk)
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During the Pre-Announcement Period, the price trends of Haitong H Shares and Guotai
Junan H Shares were similar, with both trading below their respective base levels for a
substantial portion of the period. During the Post-Announcement Period, while the share prices
of Haitong H Share and Guotai Junan H Shares increased substantially compared to their
respective base levels as at 5 September 2023, their share price trends have generally remained
aligned. This indicates that our analysis on the market value comparison above based on the
Exchange Ratio continues to be valid up to the Latest Practicable Date. Since our market value
price analysis is time-sensitive, Disinterested Haitong H Shareholders should continue to
monitor the relative share price movements of Haitong H Shares and Guotai Junan H Shares.

5.4. Summary of sections 5.1 to 5.3

Having considered that (i) the value of the Proposed Merger Consideration represented
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 Trading Date) of Haitong H Shares as set out
under section 5.1 above; (ii) the price trends of Haitong H Shares and Guotai Junan H Shares
were generally aligned during the Review Period as set out under section 5.3 above; and (iii)
the respective discount and premium to Haitong H Shares from the perspective of underlying
asset value and profit attributable to owners as set out under section 5.2 above, we are of the
view that the Proposed Merger Consideration, and accordingly the Exchange Ratio, is fair and
reasonable.

5.5. Historical liquidity of Haitong H Shares and Guotai Junan H Shares

As the Disinterested Haitong H Shareholders will own Guotai Junan H Shares if the
Proposed Merger is being approved, we have also considered the liquidity of Haitong H Shares
and Guotai Junan H Shares. The table below summarises the average daily trading volume of
shares on a monthly basis, and the respective percentage of the average daily trading volume
of Haitong H Shares and Guotai Junan H Shares during the Review Period. These figures are
compared to the total number of issued Haitong H Shares and Guotai Junan H Shares

respectively.

- 186 —



LETTER FROM HAITONG IFA

Historical liquidity of Haitong H Shares

2023
September
October
November
December

2024
January
February
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)

- 187 -

Average
daily
trading
volume

(shares)

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
10,777,976
97,280,182
28,339,317

Approximate
% of average
daily trading
volume to total
issued Haitong
H Shares as at
the relevant
month end

0.131%
0.215%
0.128%
0.158%

0.251%
0.289%
0.218%
0.248%
0.354%
0.367%
0.225%
0.212%
0.316%
2.853%
0.831%
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Historical liquidity of Guotai Junan H Shares

Approximate %
of average daily
trading volume

to total issued

Average Guotai Junan
daily H Shares as at
trading the relevant
volume month end
(shares)
2023
September 754,278 0.054%
October 601,980 0.043%
November 958,157 0.069%
December 1,097,316 0.079%
2024
January 1,138,632 0.082%
February 931,522 0.067%
March 1,671,050 0.120%
April 1,726,462 0.124%
May 2,923,947 0.210%
June 2,324,413 0.167%
July 1,125,115 0.081%
August 9,136,376 0.656%
September (up to the Last Trading Date) 2,464,100 0.177%
October (from 10 October 2024)"o¢ 44,047,730 3.165%
November (up to the Latest Practicable Date) 15,672,744 1.126%

Note: Haitong H Shares and Guotai Junan H Shares were suspended for trading from 9 September 9:00 am to
10 October 2024 9:00 am.

Source: Hong Kong Stock Exchange website (www.hkex.com.hk)
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During the Review Period, the average daily trading volume of Haitong H Shares was
approximately 13,801,948 shares, representing approximately 0.405% over the number of total
issued Haitong H Shares. As illustrated in the above table, the percentage of average daily
trading volume of Haitong H Shares in relation to the number of total issued Haitong H Shares
ranged from approximately 0.128% to 2.853%.

In relation to Guotai Junan H Shares, the average daily trading volume during the Review
Period was approximately 5,014,064 shares, representing approximately 0.360% over the
number of total issued Guotai Junan H Shares. This percentage is slightly lower than that of
Haitong H Shares as discussed above. As illustrated in the above table, the percentage of
average daily trading volume of Guotai Junan H Shares in relation to the number of total issued
Guotai Junan H Shares ranged from approximately 0.043% to 3.165%. We note that the trading
volume of Guotai Junan H Shares in August 2024, being the month preceding to the Last
Trading Date, was significantly higher compared to levels observed during the Pre-
Announcement Period. We are not aware of any specific reason for the relatively significant
trading volume recorded in August 2024. It is however observed that the trading liquidity of
both Guotai Junan H Shares and Haitong H Shares similarly increased substantially after the
publication of the Joint Announcement and up to the Latest Practicable Date.

Based on the above observations, whilst the overall trading liquidity of Haitong H Shares
appears to be higher than that of Guotai Junan H Shares, we note that the levels of share trading
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 market 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 Haitong
Securities and Guotai Junan Securities. These factors will likely attract further institutional
investors following and with enhanced trading liquidity. Disinterested Haitong H Shareholders
can therefore expect improved liquidity by holding Guotai Junan H Shares compared to holding
Haitong H Shares.
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5.6. Comparable analysis

In evaluating the terms of the Proposed Merger, we have attempted to perform analysis
on the price-to-book ratios (the “P/B Ratio”), which is a commonly used valuation yardstick
for financial institutions, of companies listed on the Hong Kong Stock Exchange and are
engaged in similar businesses to those of Haitong Securities (the “Comparable Companies”).
For completeness of analysis, we have also made reference to price-to-earnings ratios (the “P/E
Ratio”), being another common parameter in assessing a company’s value.

On the basis that (i) Haitong Securities’ primary businesses are wealth management,
investment banking, asset management, trading and institutional client services and financial
leasing; (ii) the H shares of Haitong Securities are listed on the main board of the Hong Kong
of Stock Exchange; and (iii) Haitong Securities’ revenue for the year ended 31 December 2023
was approximately RMB33.0 billion, we have set out the following selection criteria for the
purpose of identifying Comparable Companies:

(i) the company should be a securities firm with a business scope similar to that of
Haitong Securities, with a geographic focus in China;

(ii) the shares of the company are listed on the main board of the Hong Kong Stock
Exchange; and

(iii) the company should have a comparable scale of operation to Haitong Securities,
with latest annual revenue ranging between RMB11.0 billion (approximately one
third of Haitong Securities’ revenue for the year ended 31 December 2023) and
RMB100.0 billion (approximately three times of Haitong Securities revenue for the
year ended 31 December 2023).

- 190 -



LETTER FROM HAITONG IFA

Sy

WL

L9l

9ctl

e

L0TC

(Saui1y)

(8 210N)

Ne( dAqeandeld
JsopeY Aty Je

se uonesifejdes
o Jew Ay) uo
paseq oney d/d

1811

Ly'8l

vo'11

§C8

£¢el

£eel

(souu)
(L 20N)

k([ Surpel,
ISeT ) e

se uonjesifeydes
oy ew 3t) uo
paseq oney d/d

€01

161

£80

L8°0

1l

981

(sau1y)

(9 a10)

e Iqeanoery
159187] 91 18

se uopesie)ded
IR Ay

uo paseq

oney q/d

69°0

LTl

680

85°0

160

£6'0

(sou)
(< a1op)

Ae( Jurpeay,
Jserpay) je

se uopjesifeyded
Jay e Ay

o paseq

oney q4/d

pPLTSE £20°¢6
TILS6l 186°6C1
08L911 pTees
LLT9ST 161°601
€or'ogt £09°S6
§9TSEY £€809¢

(uoriu giy) (uonpu giy)

(# 21oN) (€ a10N)

e Aqeondel  Ae( Surpeag,
1818 Y3 Je Jse7 ay) e

se uonesiendes  se uonesiedes
YR YR

€6°eel

¢19°701

€L 0p1

L80°081

1€9°01

wuTeLe

(worjju gpgy)
(7 a10N)

p707 dunf (g e
Se SIIP[oYdIeYSs
01 d[qejnguue
DENYAEIN

6L8'L

PE0'L

869

16LT1

9519

1TL'61

(woryjiu gppy)
Kuedwod ayy

10 SIap[oyaIeyS
0} d[qeInqLuie
joid

889'67

9€'1E

£60°TE

LTSy

6Lee

wTLL

(wonpu gy)
(1 210N)
ANUIA [eNUUY

(IH'1889) P11
00 SaNLNYAg Axe[en wuIy)

(MH'9909)
PIT 0D [e1OURUL] DS

(H'9LLI)
PIT 0D SANLINARG O

(3H9889)
"PIT 00 SaNLINLS Tejeny

(H'806¢)
paywr uorjeiodio))
[ende)) [euonRUINU] BUIYD
(XH0¢09)
PYT 700 $30H0S JILID

3P0 Y2038 pue Jwey

“JSI] QAITISNEBYXQ UE SI YoIym saruedwo)

orqeredwo)) U9 paIJIIUuAPI dARY M ‘ISIQJA pasodoid ay) 01 Ayred © ST 11 Sk SONLINOAS UBUN( [BJONL) SUIPN[OX AQ PUB BLIJILID 9AOQR Y} UO paseyq

- 191 -



LETTER FROM HAITONG IFA

§9°8¢1

8661
Se'IT
9z°Tl
66°0¢

£6'Ll

66°0¢

178

88l

(Sauny)

(8 210N)

k(] Aqeandel]
1sape Ay je

se uonesifeydes
Jo3ew 3y uo
paseq oney d/d

19°701

LLE]
E3Y!
§T8

L§YT

1!

L§YT

8L'TC

16°¢1

(Saury)

(£ 210N)

k([ Surpel,
Ise o je

se uorjesifeydes
oy e A1) uo
paseq oney d/d

98°0

6I'l
wl
€80
161

4N

90'1

8C1

el

(Saury)

(9 210N)

are( AqrondRIg
159787 9y} Je

se uonjesifended
EN AL

o paseq

oney q/d

£9°0

060
98°0
850
LTl

060

80

860

60

(Sautyy)

(¢ a10N)

Ae( Surpeay,
Jser oy je

se uopjesifeyded
Jay e Ay

o paseq

oney d4/d

(01 210N)
078°6€1

UBIpON
EREINY
pUa MO

pua 4y

695°9L

€68

£6'6T1

L96791

(wonju givy)

(p 210N)

(T AqronIRIg
Jsoger] ayj je

se uonjesijerded
PYIEN

(6 20N) LLY'E0T  8T0°E9T

096'6S 0L6'99

059°L9 11408

T1¢001 168101

165811 S

(uoypu gy) — (worgjiut giwy)
(¢ 20N) (z 210N)

e Sutpea,  pOg dunf (¢ e
jsery ay) Je Se SIapjoya.reys
Se :ozmm__ﬁ_muu 0 ’jqeInqLiye
N IBIA $19558 1N

800°T

1LTY

pSLT

909t

F9L'8

(uonpu giwy)
Kuedwod ay

10 SIIp[oyaIeYS
03 d[qenqLue
joid

020°cE SALN2AG Suojiey
19041 (MH'8L19)
YT ©0D) $anuNIAg JYFLgIAT
£9¢91 (MH'856¢)
"PIT “0D) $ANINIAG JUALI()
PEE'LT (MH'9089) ‘P11 0D
dnoxny uenf3uoy uemuayg
16167 (MH'6609) P11 0D
SANLINYAG SJUBYIIAJ BUIY)
(o giy)
(] 210N) 3P0J Y20)S pue JweN

ANUIAI [NUUY

- 192 -



LETTER FROM HAITONG IFA

Notes:

(1)  Extracted from the respective annual reports of Haitong Securities and the Comparable Companies for the year
ended 31 December 2023.

(2)  Extracted from the respective interim reports of Haitong Securities and the Comparable Companies for the six
months ended 30 June 2024.

(3)  The market capitalisation of the Comparable Companies as at the Last Trading Date represents the sum of the
market capitalisation of both A shares and H shares. The market capitalisation of A shares and H shares is
calculated by multiplying the number of outstanding A shares and H shares as at 30 September 2024 by the
respective closing prices of A shares and H shares as at the Last Trading Date. An exchange rate of HK$1.00
to RMBO0.90767 has been applied, being the central parity rate as announced by the People’s Bank of China
as at the date of the Joint Announcement.

(4)  The market capitalisation of the Comparable Companies as at the Latest Practicable Date represents the sum
of the market capitalisation of both A shares and H shares. The market capitalisation of A shares and H shares
is calculated by multiplying the number of outstanding A shares and H shares as at 30 September 2024 by the
respective closing prices of A shares and H shares as at the Latest Practicable Date. An exchange rate of
HK$1.00 to RMBO0.90767 has been applied, being the central parity rate as announced by the People’s Bank
of China as at the date of the Joint Announcement.

(5)  P/B Ratio was calculated based on the market capitalisation as at the Last Trading Date and divided by the net
assets attributable to shareholders as at 30 June 2024.

(6)  P/B Ratio was calculated based on the market capitalisation as at the Latest Practicable Date and divided by
the net assets attributable to shareholders as at 30 June 2024.

(7)  P/E Ratio was calculated based on the market capitalisation as at the Last Trading Date and divided by profit
attributable to shareholders of the company for the year ended 31 December 2023.

(8)  P/E Ratio was calculated based on the market capitalisation as at the Latest Practicable Date and divided by
profit attributable to shareholders of the company for the year ended 31 December 2023.

(9)  The implied market capitalisation of Haitong Securities as at the Last Trading Date represents the sum of the
implied market capitalisation of both Haitong A Shares and Haitong H Shares. The implied market
capitalisation of Haitong A Shares and Haitong H Shares is calculated by multiplying the number of
outstanding Haitong A Shares and Haitong H Shares as at 30 September 2024 by the value of the Proposed
Merger Consideration (calculated based on the respective closing prices of Guotai Junan A Shares and Guotai
Junan H Shares as at the Last Trading Date).

(10) The implied market capitalisation of Haitong Securities as at the Latest Practicable Date represents the sum
of the market capitalisation of both Haitong A Shares and Haitong H Shares. The implied market capitalisation
of Haitong A Shares and Haitong H Shares is calculated by multiplying the number of outstanding Haitong A
Shares and Haitong H Shares as at the Latest Practicable Date by the value of the Proposed Merger
Consideration (calculated based on the respective closing price of Guotai Junan A Shares and Guotai Junan H
Shares as at the Latest Practicable Date).

The P/B Ratios of the Comparable Companies as at the Last Trading Date ranged from
approximately 0.58 times to 1.27 times, with a mean and median of approximately 0.86 times
and 0.90 times respectively. The valuation of Haitong Securities based on the implied market
capitalisation arrived at using the Proposed Merger Consideration calculated based on the
respective closing prices of Guotai Junan A Shares and Guotai Junan H Shares as at the Last
Trading Date, translates into an implied P/B Ratio of approximately 0.63 times. This is within
the range of those of the Comparable Companies, whilst below the mean and median.
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In addition, we set out the P/B Ratios of the Comparable Companies as at the Latest

Practicable Date for the Disinterested Haitong H Shareholders’ reference.

The P/B Ratios of the Comparable Companies as at the Latest Practicable Date ranged
from approximately 0.83 times to 1.91 times, with a mean and median of approximately 1.22
times and 1.19 times respectively. The implied P/B Ratio of Haitong Securities as at the Latest
Practicable Date (calculated in accordance to the same formula as described above, with the
respective closing prices of Guotai Junan A Shares and Guotai Junan H Shares as at the Latest
Practicable Date being adopted) is approximately 0.86 times, which is within the range of those

of the Comparable Companies and lower than the mean and median.

The P/E Ratios of the Comparable Companies as at the Last Trading Date ranged from
approximately 8.25 times to 24.57 times, with a mean and median of approximately 15.31
times and 13.77 times respectively. The valuation of Haitong Securities based on the implied
market capitalisation arrived at using the Proposed Merger Consideration calculated based on
the respective closing prices of Guotai Junan A Shares and Guotai Junan H Shares as at the Last
Trading Date, translates into an implied P/E Ratio of approximately 102.61 times. This is above
the range of those of the Comparable Companies. In addition, the implied P/E Ratio of Haitong
Securities, based on the implied market capitalisation arrived at using the Proposed Merger
Consideration calculated based on the respective closing prices of Guotai Junan A Shares and
Guotai Junan H Shares as at the Latest Practicable Date, is approximately 138.65 times, which
is above the range of those of the Comparable Companies. We note that the relatively high
implied P/E Ratio of Haitong Securities is partly due to its nominal level of profit attributable
to shareholders recorded for FY2023. For discussion relating to Haitong Securities’ historical
financial performance, please refer to the section headed “1.2. Historical financial performance
of Haitong Securities” above. In light of this, for reference only, the implied P/E Ratios of
Haitong Securities, calculated based on (i) the implied market capitalisation calculated by
multiplying the number of outstanding Haitong A Shares and Haitong H Shares as at 30
September 2024 by the value of the Proposed Merger Consideration (calculated based on the
respective closing prices of Guotai Junan A Shares and Guotai Junan H Shares as at the Last
Trading Date and the Latest Practicable Date respectively); and (ii) the profit attributable to
shareholders of Haitong Securities for year ended 31 December 2022, are approximately 15.81
times and 21.36 times respectively.

In summary, having considered (i) from a P/B Ratio perspective, the implied ratios of
Haitong Securities are within the ranges of those of the Comparable Companies, despite below
the mean and median; and (ii) for completeness of analysis, from a P/E Ratio perspective, the
implied ratios of Haitong Securities are above the ranges of those of the Comparable
Companies, we are of the view that overall, the implied valuation of Haitong Securities under
the terms of the Proposed Merger is fair and reasonable from the perspective of market
comparable analysis based on the abovementioned commonly adopted yardsticks.
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Additionally, since the Proposed Merger comprises the Share Exchange, we note that the
P/B Ratios of Haitong Securities and Guotai Junan Securities were approximately 0.59> times
and 0.72° times respectively as at the Last Trading Date. In other words, the Share Exchange
entails Disinterested Haitong H Shareholders exchanging its discounted Haitong H Shares for
Guotai Junan H Shares which are also discounted in terms of book value. The effects of the
aforesaid discounts are therefore mitigated.

6. Arrangement for Haitong Dissenting Shareholders

Pursuant to PRC regulatory requirements, cash put options will be provided to the
Haitong Dissenting Shareholders. Subject to the satisfaction or waiver (as applicable) of all the
Conditions, the Qualified Haitong Dissenting Shareholders will be entitled to sell their Haitong
Shares to the Haitong Put Option Provider(s), being (i) (with respect to Haitong A Shares)
Taiping Life (via its asset manager, Taiping Asset Management Co., Ltd) and BOCI (China),
at a cash price equal to RMB9.28 per Haitong A Share; and (ii) (with respect to Haitong H
Shares) Taiping Life (via its asset manager, Taiping Assets Management (Hong Kong)
Company Limited) and BOCI Asia, at a cash price equal to HK$4.16 per Haitong H Share. The
cash amounts have been determined according to the highest trading prices of Haitong A Shares
and Haitong H Shares on the SSE and the Hong Kong Stock Exchange, respectively, during the
60 trading days of the Haitong Shares prior to the date of the Joint Announcement. For further
details, please refer to the paragraph headed “(3) Put Options and Dissenting Shareholders who
Exercise the Put Options” under the section headed “2. Terms of the Proposed Merger” in the
“Terms and information of the Proposed Merger and the Proposed Placement” contained in the

Joint Circular.

In this regard, we wish to highlight the following factors and observations for the
Disinterested Haitong H Shareholders to consider:

. Only those Haitong H Shareholders who vote against the Proposed Merger at both
the (A) Haitong EGM and (B) Haitong H Shareholders’ Class Meeting, will be
eligible to exercise the Haitong Put Option. However, if the Proposed Merger is
ultimately not implemented, Haitong Dissenting Shareholders shall have no right to
exercise the Haitong Put Option.

2 Calculated by dividing the market capitalisation of Guotai Junan Securities as at the Last Trading Date by net
assets attributable to the equity holders of Guotai Junan Securities as at 30 June 2024. The market
capitalisation of Guotai Junan Securities as at the Last Trading Date represents the sum of the market
capitalisation of both Guotai Junan A shares and Guotai Junan H shares based on the respective closing prices
of Guotai Junan A shares and Guotai Junan H shares as at the Last Trading Date. An exchange rate of HK$1.00
to RMBO0.90767 has been applied, being the central parity rate as announced by the People’s Bank of China
as at date of the Joint Announcement.

3 Calculated by dividing the market capitalisation of Haitong Securities as at the Last Trading Date by net assets
attributable to the shareholders of Haitong Securities as at 30 June 2024. The market capitalisation of Haitong
Securities as at the Last Trading Date represents the sum of the market capitalisation of both Haitong A shares
and Haitong H shares based on the respective closing prices of Haitong A shares and Haitong H shares as at
the Last Trading Date. An exchange rate of HK$1.00 to RMB0.90767 has been applied, being the central parity
rate as announced by the People’s Bank of China as at the date of the Joint Announcement.
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It should be noted that one of the conditions for passing the relevant resolution for
the Proposed Merger is “(i) approval is given by 75% or more of the votes attaching
to the Haitong H Shares held by the Disinterested Haitong H Shareholders that are
cast either in person or by proxy at the Haitong H Shareholders’ Class Meeting; and
(ii) the number of votes cast against the resolution is not more than 10% of the votes
attaching to all Haitong H shares held by the Disinterested Haitong H
Shareholders”.

. The Proposed Merger Consideration of HK$7.19, calculated based on the closing
price of Guotai Junan H Share on the Latest Practicable Date, is higher than the price
of HK$4.16 per Haitong H Share.

. The rationale of the Proposed Merger is elaborated in the section headed “4.
Rationale of the Proposed Merger” above, in particular from the perspective of
Disinterested Haitong H Shareholders, the Proposed Merger provides the
opportunity to retain equity exposure in the financially stronger and more
comprehensive scale Post-Merger Company with larger market capitalisation.

With the above factors in mind, despite the availability of cash exit for eligible
Disinterested Haitong H Shareholders who vote against the Proposed Merger, our
recommendation relating to the Proposed Merger and Proposed Placement in the section
headed “Recommendations” below remains, namely to recommend the Haitong IBC to
recommend the Independent Haitong Shareholders and the Disinterested Haitong H
Shareholders to vote in favour of the Proposed Merger (including the Special Deal) and the
Proposed Placement at the Haitong EGM and the Haitong H Shareholders’ Class Meeting.

6.1. BOCI Asia Haitong Put Option Arrangement as the Special Deal

BOCI Asia and Taiping Life (via its asset manager, Taiping Assets Management (Hong
Kong) Company Limited) are Haitong Put Option Providers with respect to Haitong H
Shareholders. BOCI Asia is part of the BOC Group. As at the Latest Practicable Date, the BOC
Group, as part of its ordinary course of business, holds 3,593,137 Haitong A Shares
(representing approximately 0.04% of the total issued Haitong A Shares and 0.03% of total
issued Haitong Shares respectively) and 4,024,000 Haitong H Shares (representing
approximately 0.12% of the total issued Haitong H Shares and 0.03% of total issued Haitong
Shares respectively) in aggregate. The BOCI Asia Haitong Put Option Arrangement is not
extended to all Haitong Shareholders, and is therefore considered as the Special Deal. As the
Special Deal is not capable of being extended to all Haitong Shareholders, it is subject to the
consent of the Executive and the approval of the Independent Haitong Shareholders. Neither
the Proposed Merger nor the Proposed Placement are conditional upon the undertaking of the
Special Deal. If the Special Deal is not approved, the Proposed Merger, the Proposed
Placement and the provision of the Haitong Put Options by the other Haitong Put Option

Providers will still proceed.
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Since the BOCI Asia Haitong Put Option Arrangement is considered as a special deal
under Rule 25 of the Takeovers Code, we, the Haitong IFA, have considered the factors below
in assessing the fairness and reasonableness of the BOCI Asia Haitong Put Option
Arrangement:

(i) Cash put options are provided pursuant to PRC regulatory requirements and are
mandatory in mergers by absorption transactions of PRC listed companies

The Haitong Put Option is being offered as part of regulatory requirements as
similar cash put options are mandatory in mergers by absorption transactions involving
PRC-listed companies. We have identified an exhaustive list of three recent mergers by
absorption based on the following criteria: (i) mergers 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 merger between China Shipbuilding
Industry Company Limited (stock code: 601989.SH) and China CSSC Holdings Limited
(stock code: 600150.SH) with initial announcement on 3 September 2024), (b) the merger
between AVIC Electromechanical Systems Co., Ltd (stock code: 002013.SZ) and China
Avionics Systems Co., Ltd. (stock code: 600372.SH) with initial announcement on 6
November 2022), and (c) the merger 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 April 2022). 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 to the Proposed Merger), cash put options were also
provided to dissenting shareholders.

(ii) Reasons selecting BOCI Asia as one of the Haitong Put Option Providers

Based on our discussion with the Management, the Haitong Put Option Providers
with respect to Haitong H Shares (being BOCI Asia and Taiping Life (via its asset
manager, Taiping Asset Management (Hong Kong) Company Limited)) were selected
after thorough consideration of their ability, including their financial strength, 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 shareholding in Haitong Securities is nominal
comprising approximately 0.06% of total issued Haitong Shares, as at the Latest
Practicable Date. We understand from the Management that BOC Group’s small
shareholding in Haitong Securities was part of its ordinary course of business and BOC
Group had not influenced or exerted any pressure on the Management on the decision of
BOCI Asia’s appointment as a Haitong Put Option Provider.
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(iii) Passive role as a Haitong Put Option Provider and terms of Haitong Put Option
being offered

By committing to becoming a Haitong Put Option Provider, BOCI Asia takes on a
passive role and becomes obligated to acquire the Haitong Shares which the Haitong
Dissenting Shareholders decide to sell. Qualified Haitong Dissenting Shareholders can
make their own decision on whether to sell their Haitong Shares under the Haitong Put
Option.

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

(iv) Efforts needed and possible outcome for acting as Haitong Put Option Providers

Based on our observation that the closing price of Haitong H Shares of HK$6.96 as
at the Latest Practicable Date is substantially higher than the exercise price of the Haitong
Put Option of HK$4.16 per Haitong H Share, we believe, barring drastic decrease in
market price of Haitong H Shares, it is likely that the number of Haitong H Shares that
will be put to BOCI Asia will be nominal. Also, by this time BOCI Asia would likely have
to incur losses if the then prevailing market price of Haitong H Shares are below the
exercise price of the Haitong Put Option.

Consequently, based on current circumstances, additional benefit that can be derived
by BOCI Asia for acting as a Haitong Put Option Provider is likely nominal or it may even
incur losses. In addition, we are of the view that the administrative costs incidental to

providing such services, if any, are borne by itself irrespective of the outcome.

We also note that the efforts of BOCI Asia in undertaking this role (such as making
pre-commitment and setting aside adequate funding) require resources which may not be
generally available to other Haitong H Shareholders and hence such role cannot be
generally undertaken by other Haitong H Shareholders.

Based on the above, we are of the view that the terms of the BOCI Asia Haitong Put

Option Arrangement, which is considered as the Special Deal, are fair and reasonable so far as
the Independent Haitong Shareholders are concerned.
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7. Effects of shareholding of Disinterested Haitong H Shareholders

With reference to information set out in the paragraph headed “Shareholding structure
chart before and after the Proposed Merger and Proposed Placement” under the section headed
“1. Background information of the Proposed Merger” in the “Terms and information of the
Proposed Merger and the Proposed Placement” contained in the Joint Circular, below is a table
illustrating the potential shareholding effect to Disinterested Haitong H Shareholders as a
result of the Proposed Merger.

Shareholding in Haitong Securities as at the Latest Practicable Date

Approx. % Approx. %

of total of total

number of number of

No. of issued issued

Shareholders H shares H shares shares

Guosheng Group 255,456,400 7.49% 1.96%

Shanghai Electric Group 307,409,200 9.02% 2.35%

Other Disinterested Haitong

H Shareholders 2,842,679,220 83.37% 21.76%
Total Disinterested Haitong

H Shareholders 3,405,544,820 99.88% 26.07%

Shareholding in the Post-Merger Company immediately after the Closing Date
(without taking into account the effect of the Proposed Placement)

Approx. % Approx. %

of total of total

number of number of

No. of issued issued

Shareholders H shares H shares shares

Guosheng Group 158,382,968 4.52% 0.93%

Shanghai Electric Group 190,593,704 5.44% 1.12%

Other Disinterested Haitong

H Shareholders 1,762,461,116%< 1) 50.27% 10.37%
Total Disinterested Haitong

H Shareholders 2,111,437,788 60.23% 12.42%

Notes:

(1)  Calculated based on multiplying the number of shares of other Disinterested Haitong H Shareholders as
at the Latest Practicable Date by the Exchange Ratio (i.e. 0.62).

(2)  The above table does not take into account any fractional shares.
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As shown in the above table, the shareholding of the Disinterested Haitong H
Shareholders will be diluted (i) from approximately 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 to the total number of issued shares, as a result
of the Proposed Merger. Despite a smaller shareholding in the Post-Merger Company as
compared to that in Haitong Securities, the shares that the Disinterested Haitong H
Shareholders exchanged into are backed by the financially stronger and more comprehensive
scale Post-Merger Company with a larger market capitalisation. The larger public float will
also facilitate more efficient investment and realisation activities. Overall, we consider that the
potential shareholding dilution effect as a result of the Proposed Merger to be acceptable.

8. Pro forma financials of the Enlarged Group

For the purpose of illustrating the financial effects of the Proposed Merger, the pro forma
financial information of the Enlarged Group prepared in accordance with IFRS and CASBE
respectively, are set out in the “Unaudited pro forma financial information of the Enlarged
Group” in Appendix III to the Joint Circular.

Based on information available in Appendix III to the Joint Circular, (i) the unaudited pro
forma consolidated statement of assets and liabilities of the Enlarged 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 Haitong Group as at 30 September 2024 as set out in
Appendix II to the Joint Circular; and (c) after giving effect to other unaudited pro forma
adjustments as described in the accompanying notes; and (ii) the unaudited pro forma
consolidated income statement and balance sheet of the Enlarged Group for the year ended 31
December 2023 and the nine months ended 30 September 2024 have been prepared under
CASBE.

It should be noted that the analysis below is for illustrative purpose only and does not
purport to represent how the financial position of the Enlarged Group would become after
Closing.

8.1. Net asset value

Based on the pro forma financial information of the Enlarged Group as set out in
Appendix III to the Joint Circular, assuming that the Proposed Merger had been completed on
31 December 2023, the unaudited pro forma net asset value of the Post-Merger Company,
prepared in accordance with IFRS, would have been approximately RMB340,666.3 million,
which is approximately twice of the audited net assets of Haitong Securities of approximately
RMB174,799.6 million as at 31 December 2023.

For illustrative and comparison purpose, based on the Material Information
Announcements, the net assets per share of the Post-Merger Company prepared in accordance
with CASBE would be approximately RMB18.22 and RMB18.38 as at 31 December 2023 and
30 September 2024 respectively. After multiplying with the Exchange Ratio, the net assets per
share would be approximately RMB11.30 and RMBI11.40, representing a decrease of
approximately 9.6% and 7.6% compared with the net assets per share attributable to owners of
Haitong Securities of RMB12.50 and RMB12.34 at the same dates respectively.
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8.2. Earnings

Based on the pro forma financial information of the Enlarged Group as set out in
Appendix III to the Joint Circular, assuming that the Proposed Merger had been completed on
1 January 2023, the unaudited pro forma net profit attributable to equity holders of the
Enlarged Group, prepared in accordance with CASBE, would be approximately RMB10,675.6
million as at 31 December 2023 and approximately RMB8,658.0 million as at 30 September
2024.

Based on the Material Information Announcements, the earnings per share attributable to
owners of the Post-Merger Company prepared in accordance with CASBE would be
approximately RMB0.59 and RMBO0.48 for FY2023 and the nine months ended 30 September
2024 respectively. After multiplying with the Exchange Ratio, the earnings per share
attributable to owners of the Post-Merger Company would be approximately RMB0.37 and
RMBO0.30 respectively.

For illustrative and comparison purpose, based on the A share annual report of Haitong
Securities for the year ended 31 December 2023 published on the SSE, which was prepared in
accordance with CASBE, the basic and diluted earnings per share were both RMBO0.08. The
aforementioned earnings per share attributable to owners of the Post-Merger Company (after
taking into account the Exchange Ratio) for FY2023 therefore represents an increase of
approximately 362.5% compared with the prevailing earnings per share of Haitong Securities.

9. The Proposed Placement

To raise ancillary fundings to increase the capital, support the development for business
lines of the Post-Merger Company, and replenish the working capital, Guotai Junan 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 the 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 Management Co., Ltd. (LB A&
EZE AR, is a 23.06% direct shareholder of Guotai Junan Securities and a wholly-
owned subsidiary of Shanghai International. Shanghai International is wholly-owned as to
100% by Shanghai SASAC. The Subscriber is principally engaged in industrial investment,
capital operation and asset acquisition.

It is expected that the number of Placement A Shares to be issued under the Proposed
Placement will not exceed 626,174,076 (with an aggregate nominal value of RMB626,174,076)
or 3.55% of the enlarged total issued share capital of the Post-Merger Company (assuming that,
other than in relation to the Proposed Merger and Proposed Placement, there will be no change
to the shareholding structure of the Post-Merger Company). The final number of Placement A
Shares to be issued under the Proposed Placement will be determined by the size of the
ancillary funds approved by the SSE and ultimately registered by the CSRC.

The Proposed Placement will be undertaken concurrently with the Share Exchange.
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9.1. Principal terms of the Proposed Placement

Guotai Junan Securities and the Subscriber have entered into the Placement Subscription
Agreement on 9 October 2024. Set out below is key terms of the Proposed Placement. For
details, please refer to the section headed “6. Proposed Placement” in the “Terms and
information of the Proposed Merger and the Proposed Placement” contained in the Joint
Circular.

Parties : (a) Guotai Junan Securities (as issuer); and

(b) Subscriber (as subscriber).

Issuance size : Up to RMBIO0 billion; and up to 626,174,076 Placement A
Shares
Issue price : RMB15.97 per Placement A Share (the “Issue Price”)
Conditions : The Placement Subscription Agreement shall become effective
Precedent upon satisfaction of the following conditions:

(i) 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
Guotai Junan Shareholders present and voting in person or
by proxy at the Guotai Junan EGM to approve the
Proposed Placement;

(i1) 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
Haitong Shareholders present and voting in person or by
proxy at each of the Haitong EGM, the Haitong H
Shareholders” Class Meeting and the Haitong A
Shareholders’ Class Meeting to approve the Proposed
Placement;

(iii) the approval, filing or registration (if applicable) by
Shanghai SASAC, SSE and CSRC in respect of the
Proposed Placement having been obtained and remaining
in effect;

(iv) the Merger Agreement becoming effective; and

(v) the approval by the shareholder of the Subscriber in
respect of the Proposed Placement having been obtained.
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Lock-up : Unless transfers are permitted by Applicable Laws, the

Placement A Shares subscribed by the Subscriber pursuant to the
Proposed Placement shall be subject to a lock-up period of 60
months from the date 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 reserves into share capital with respect to
the Placement A Shares shall also be subject to the
aforementioned lock-up period. Upon expiry of the lock-up
period, transfers of the Placement A Shares shall be conducted
in accordance with relevant rules of the CSRC and the SSE.

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

The Subscriber undertook to comply with the lock-up provisions
as set out above.

The Issue Price

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

(a)

(b)

(c)

(d)

(e)

()

a premium of approximately 9.76% over the closing price of each Guotai Junan A
Share of RMB14.55 as of the Last Trading Date, after deducting Guotai Junan 2024
Interim Dividend;

a premium of approximately 12.78% over the volume-weighted average price of
RMB14.16 of each Guotai Junan A Share for the 20 trading days immediately prior
to the date of the Joint Announcement, after deducting Guotai Junan 2024 Interim
Dividend;

a premium of approximately 15.47% over the Market Reference Price of RMB13.83
of each Guotai Junan A Share for the 60 trading days immediately prior to the date
of the Joint Announcement, after deducting the Guotai Junan 2024 Interim
Dividend;

a discount of approximately 18.69% over the closing price of each Guotai Junan A
Share of RMB19.64 as of the Latest Practicable Date;

a premium of approximately 51.66% over the closing price of each Guotai Junan H
Share of HK$11.60 as of the Latest Practicable Date; and

approximately equal to the audited net asset value of RMBI15.97 per share
attributable to ordinary shareholders of Guotai Junan Securities as of 31 December
2023, after adjusting for the Guotai Junan 2023 Final Dividend and deducting the
Guotai Junan 2024 Interim Dividend.
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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 Junan Securities and deducting the Guotai Junan 2024 Interim
Dividend and Guotai Junan 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:

Share price performance analysis

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 Junan 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.

Historical daily closing price of Guotai Junan A Shares and Guotai Junan H Shares

RMB Trading suspended
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——— Closing price of Guotai Junan A Shares Closing price of Guotai Junan H Shares

— — - Issue Price

Source: SSE and Hong Kong Stock Exchange
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During the Placement Review Period, the Issue Price was higher than the closing
prices of Guotai Junan A Shares. For reference, the Issue Price was higher than the closing
prices of Guotai Junan H Shares as well during the Placement Review Period and up to
the Latest Practicable Date.

The lowest and highest closing prices of Guotai Junan A Shares were RMB13.05 (or
RMB12.50 after adjusting for the final dividend declared by Guotai Junan Securities for
2023 and the Guotai Junan 2024 Interim Dividend) per Guotai Junan A Share recorded on
12 April 2024, and RMB15.29 (or RMB14.74 after adjusting for the final dividend
declared by Guotai Junan Securities for 2023 and the Guotai Junan 2024 Interim
Dividend) per Guotai Junan A Share recorded on 6 November 2023 and 15 November
2023 respectively.

The Issue Price represents a premium of approximately 4.45% (or 8.34% after
adjusting for the final dividend declared by Guotai Junan Securities for 2023 and the
Guotai Junan 2024 Interim Dividend) over the highest closing price of Guotai Junan A
Shares during the Placement Review Period.

Subsequent to the Last Trading Date and after the publication of the Joint
Announcement on 9 October 2024, the closing price of Guotai Junan A Shares surged 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 with the
H share movement as discussed in the section headed “5.3. Historical relative market
price performance” above. Except for (i) the publication of Joint Announcement; and (ii)
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 Junan Shares prices.

While the Guotai Junan A Shares and Guotai Junan H Shares trade in different stock
markets at different prices, we have also made comparisons of their trading prices. We
note that the Issue Price is also significantly higher than the historical market price of
Guotai Junan 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 Junan H
Shares was HK$11.60 per share (equivalent to approximately RMB10.53 per share). The
Issue Price represents a premium of approximately 51.66% to such closing price.

In summary, having considered that (i) the Issue Price is above the closing prices of
Guotai Junan A Shares during the Placement Review Period, while subsequent to the Last
Trading Date and after the publication of the Joint Announcement on 9 October 2024, the
closing price of Guotai Junan A Shares surged to RMB19.64 per share on the Latest
Practicable Date which is above the Issue Price; and (ii) the Issue Price is significantly
higher than the closing prices of Guotai Junan H Shares throughout the Placement Review
Period and up to the Latest Practicable Date, from the perspective of the historical price
performance of Guotai Junan A Shares as well as the Guotai Junan H Shares which the
Disinterested Haitong H Shareholders will be exchanging into, we are of the view that the
Issue Price is fair and reasonable.
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Comparable transactions analysis

We have identified transactions involving issuance of new A shares by PRC listed
companies for the purpose of ancillary fund raising for acquisition or restructuring which
(1) have a price determination date within the period from 10 May 2024 to 9 October 2024
(being the six-month period preceding the date of the Joint Announcement which reflects
the recent sentiment and prevailing practice in the PRC); and (ii) have been completed as
at the Latest Practicable Date (the “Comparable Transaction(s)”). We found an
exhaustive list of five Comparable Transactions based on the above criteria, as set out in
the table below.

Disinterested Haitong H Shareholders should note that although the businesses,
operations, market capitalisation and prospects of Guotai Junan Securities as well as the
Post-Merger Company are not the same as the subject companies of the Comparable
Transactions, the Comparable Transactions can provide a fair and representative reference
as to how the recent market generally perceives ancillary fund raisings for acquisition or
restructuring, including their prevailing terms.

Premium/(discount) ~ Premium/(discount)

Premium/(discount) of the issue price of the issue price
of the issue price  over/to the average  over/to the average
over/to the closing closing price per closing price per
price per share on  share for the last 20 share for the last 60
last trading  consecutive trading  consecutive trading

Price day immediately days immediately days immediately
Company name determination prior to the price prior to the price prior to the price
(stock code) date determination date determination date determination date
CCCC Design & 20 September (14.20%) (15.03%) (19.70%)

Consulting Group Co., 2024
Ltd. (600720.5H)

Rigol Technologies Co., 19 September (7.97%) (8.74%) (8.85%)
Ltd. (688337.SH) 2024
Avicopter Plc (600038.SH) 09 July 2024 (13.71%) (16.45%) (19.33%) (Note)
Shanghai Lujiazui Finance 14 June 2024 (17.77%) (19.80%) (Note) (13.37%) (Note)
& Trade Zone
Development Co., Ltd.
(600663.5H)
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Premium/(discount)
of the issue price
over/to the closing
price per share on

Premium/(discount)
of the issue price
over/to the average
closing price per
share for the last 20

Premium/(discount)
of the issue price
over/to the average
closing price per
share for the last 60

last trading  consecutive trading  consecutive trading

Price day immediately days immediately days immediately

Company name determination prior to the price prior to the price prior to the price

(stock code) date determination date determination date determination date

Sichuan New Energy 28 May 2024 (10.72%) (11.78%) (8.36%)
Power Company Limited

(000155.52)

High end (1.97%) (8.74%) (8.36%)

Low end (17.77%) (19.80%) (19.70%)

Average (12.87%) (14.36%) (13.92%)

Guotai Junan Securities 10 October 10.37% (Note) 12.78% (Note) 15.47% (Note)

2024

Source: SSE and Shenzhen Stock Exchange

Note: Relevant interim/final dividend was deducted from the calculation of average trading price.

As shown in the table above, the respective issue 