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MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

The board of Directors (the “Board”) of the Company is pleased to
present the unaudited condensed consolidated results of the Group
for the six months ended 30 June 2018, together with the unaudited
comparative figures for the corresponding period in 2017.

BUSINESS REVIEW AND FINANCIAL PERFORMANCE
Business Review

During the first six months ended 30 June 2018, the overall market
volatility increased slightly when comparing to the first six months in
2017. In general, in periods of elevated volatility, customer trading
volumes and the total revenues tend to increase. However, there is
no assurance on volatility and its effects on the FX market.

The most popular traded products by our customers are EUR/USD,
USD/JPY, GBP/USD and gold.

In the currency market, the price range of the EUR/USD traded was
also very similar when comparing the price range of the first six
months in 2017. The highest and the lowest level of the EUR/USD
were seen to be 1.2554 and 1.1508 respectively, a nearly 1,046-
pips trading range during the first six months in 2018, compared to
the price movement presented a nearly 1,105-pips trading range,
the highest was 1.1445 and the lowest was 1.0340 during the first
six months in 2017.

USD/JPY was traded in a narrower price range of 877-pips in the
first six months of 2018, the highest and the lowest were 113.38 and
104.61 respectively. The price range was 1,047-pips in the same
period of 2017, the highest and lowest levels were 118.60 and
108.13.

The price range of GBP/USD was wider in the first six months in
2018, comparing to the same period in 2017. The highest and
lowest levels were 1.4375 and 1.3048, that the price range was
1,327-pips in the first six months in 2018. The price range of GBP/
USD in the six months in 2017 was 1,069-pips, the highest and
lowest levels were 1.3046 and 1.1977 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The gold mainly traded within a price range of $154.50 USD/ounce.
The highest price of Gold was traded at $1,365.90 USD/ounce and
the lowest at $1,211.40 USD/ounce under the period of review. The
price range of Gold was very similar when comparing to the same
period in 2017. The price range of Gold was $150.10 USD/ounce,
the highest at $1,295.90 USD/ounce, and the lowest at $1,145.80
USD/ounce.

The retail margin FX trading market is highly competitive. This
includes international multi-product trading firms, other online
trading firms, and financial institutions. We expect the market to
remain very competitive in the foreseeable future. We are constantly
looking for ways to improve our customer service level and meet the
needs of our clients, by providing more trading opportunities in the
global financial markets.

Six months ended 30 June 2018 compared with six months
ended 30 June 2017

Total income

The total income of the Group increased by approximately 55.4% to
approximately HK$306.2 million for the six months ended 30 June
2018 from approximately HK$197.1 million for the six months ended
30 June 2017.

A. Leveraged foreign exchange and other trading income

The leveraged foreign exchange and other trading income of
the Group increased by approximately 47.8% to approximately
HK$233.5 million for the six months ended 30 June 2018 from
approximately HK$158.0 million for the six months ended 30
June 2017. The increase was mainly attributed by the higher
trading volume during the six months ended 30 June 2018 as
compared to the six months ended 30 June 2017.

B. Cash dealing income/(losses)

The Group recorded cash dealing income of approximately
HK$3.3 million for the six months ended 30 June 2018 while
there was cash dealing losses of about HK$0.02 million for the
six months ended 30 June 2017. The increase was mainly due
to higher market volatility resulting in better performance and
the dealing open position revaluation gain as at 30 June 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

C. Fee and commission income

The fee and commission income of the Group increased by
approximately 20.9% from approximately HK$37.4 million for
the six months ended 30 June 2017 to approximately HK$45.2
million for the six months ended 30 June 2018. The increase
was mainly due to more commission received from those
clients who we charge commission to.

D. Otherincome

The Group recorded other income of approximately HK$24.3
million for the six months ended 30 June 2018 as compared
to other income of approximately HK$1.8 million for the six
months ended 30 June 2017.

As at 30 June 2018, there was a fair value gain of
approximately HK$16.2 million on the derivative portion of
convertible bonds issued on 12 February 2018.

During the six months ended 30 June 2018, the Group
recorded an exchange gain of approximately HK$7.7 million
as compared to an exchange gain of approximately HK$0.6
million during the six months ended 30 June 2017. This was
mainly due to the period-end translation of monetary assets
denominated in foreign currency into local reporting currency
by KVB Kunlun New Zealand Limited, a wholly-owned
subsidiary of the Company.

Referral expenses and other charges

The referral expenses and other charges of the Group increased by
approximately 21.5% to approximately HK$139.5 million for the six
months ended 30 June 2018 from approximately HK$114.8 million
for the six months ended 30 June 2017. The increase was mainly
due to the increase in trading volume of the clients of the Group
referred by service providers and increased transaction fees paid to
remittance channels.

Staff Costs

The staff cost of the Group increased to approximately HK$75.6
million for the six months ended 30 June 2018 from approximately
HK$25.0 million for the six months ended 30 June 2017. The
increase was mainly due to special bonus paid and share options
granted during the period.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Depreciation & amortization

Depreciation and amortization increased by approximately 12.2%
to approximately HK$6.9 million for the six months ended 30
June 2018 from approximately HK$6.2 million for the six months
ended 30 June 2017. This increase was mainly due to new assets
capitalization in late 2017.

Lease payments under land and buildings

Lease payments under land and buildings have increased by
approximately 2.3% to approximately HK$7.0 million for the six
months ended 30 June 2018 from around HK$6.8 million for the six
months ended 30 June 2017. The increase was mainly due to the
increased rental expenses of lease review in some offices.

Administrative and other operating expenses

The administrative and other operating expenses of the Group
increased by approximately 23.8% to around HK$44.6 million for
the six months ended 30 June 2018 from approximately HK$36.0
million for the six months ended 30 June 2017. This was mainly
due to increased marketing expenses, donation expenses and
professional and consultancy fee by approximately HK$5.7 million,
HK$1.9 million and HK$0.7 million respectively as compared with
the same period in 2017.

Net profit and net profit margin

For the reasons set forth above, the Group had a net profit of
approximately HK$10.4 million for the six months ended 30 June
2018 compared with a net profit of approximately HK$3.1 million for
the first six months in 2017. The net profit margin for the six months
ended 30 June 2018 was approximately 3.4%.

Excluding the fair value gain of approximately HK$16.2 million
on the derivative position of convertible bonds, in summary, the
decrease in profitability of the Group was primarily contributed by:

° Higher transaction volume resulting in higher fee and
commission expenses and

e Increased expenses in few main items due to business
expansion.
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MANAGEMENT DISCUSSION AND ANALYSIS
B BN Z ke B g

Significant investments, their performance and future
prospects

During the six months ended 30 June 2018, the Group did not have
any significant investments held.

Material acquisitions and disposals

During the six months ended 30 June 2018, the Group did not have
any material acquisitions and disposals.

Liquidity and financial resources

During the period under review, the operation of the Group
was financed principally by equity capital, cash generated by
the Group’s business operations, cash and bank deposits and
proceeds from convertible bonds.

As at 30 June 2018, cash and bank balance held by the Group
amounted to approximately HK$687.4 million. (As at 31 December
2017: HK$517.8 million)

Gearing ratio

The gearing ratio calculated on the basis of net debts (financial
lease obligation and convertible bonds) over the total shareholders’
fund as at 30 June 2018 was approximately 35.6%. (31 December
2017: 0.05%).

Foreign currency exposure

During the period under review, the Group recorded an exchange
gain of approximately HK$7.7 million (2017: gain of approximately
HK$0.6 million). This was mainly due to the half year end translation
of monetary assets denominated in foreign currency into local
reporting currency by the subsidiary of the Group in New Zealand.
The foreign currency risk is managed proactively by regular review
of the currency positions in the basket of currency mix. In order to
minimize the exposure of the Group to risk, the Group has hedge
strategy based on prevailing market conditions and working capital
requirements of subsidiaries.

Capital Structure

During the period under review, the capital structure of the Group
consisted of cash and cash equivalents and equity attributable
to owners of the Company, comprising issued share capital and
reserves.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Issue of Convertible Bonds

On 12 February 2018 (the “Issue Date”), the Company issued
7.5% convertible bonds (the “Bonds”) with an aggregate principal
amount of HK$200 million to BC Global Fund SPC — BC Fintech
Fund SP and PA Investment Funds SPC for the account of PA High
Technology Fund SP (collectively the “Bondholders”).

The Bonds will expire at the second anniversary of the Issue Date.
The Company may extend the maturity date for a further term of one
year from the maturity date by giving notice in writing to all of the
Bondholders on or before the maturity date and with the prior written
consent from Bondholders of not less than 50% of the aggregate
principal amount of Bonds outstanding. In the event of extension of
the maturity date, the interest rate will be adjusted from 7.5% per
annum to 12% per annum.

The Bonds are convertible into the Company’s ordinary shares
of HK$0.01 each (the “Ordinary Shares”) at the initial conversion
price of HK$0.613 per share (subject to adjustment). Based on the
assumption of full conversion of the Bonds at such initial conversion
price, a total of 326,264,273 Ordinary Shares will be allotted and
issued by the Company. As at 30 June 2018, no Bonds were
converted into any Ordinary Shares by the Bondholders, and the
aggregate principal amount of the Bonds remained as HK$200
million.

The Directors consider that the issue of the Bonds will provide
strong capital support for the development of the Group’s business
and strengthen the Group’s capital base effectively after full
conversion of the Bonds.

The net proceeds from the issue of the Bonds is approximately
HK$199.28 million. The Company currently intends to use the net
proceeds for investment in financial assets and working capital
pUrposes.

Details of the issue of the Bonds were set out in the announcements
of the Company dated 25 January 2018 and dated 12 February
2018 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
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New products and services

During the period under review, there was no new products or
services launched.

Charges on Group assets and contingent liabilities

As at 30 June 2018, certain bank balances of the Group amounting
to approximately HK$85.5 million were used to secure the banking
facilities and office lease bonds (31 December 2017: approximately
HK$86.0 million).

As at 30 June 2018, the Group did not have any material contingent
liabilities (31 December 2017: nil).

Employees and remuneration policies

As at 30 June 2018, the Group engaged a total of 67 employees
(as at 31 December 2017: a total of 76). Total staff costs including
Directors’ remuneration for the period under review amounting
to approximately HK$75.6 million (2017: HK$25.0 million). The
Group’s remuneration policies are in line with the prevailing market
practices and are determined on the basis of performance and
experience of individual employees. The Group provides retirement
benefits in accordance with the relevant laws and regulations in
the place where the staff is employed. The Company has adopted
a share option scheme pursuant to which the Directors and
employees of the Group are entitled to participate.

Future plans for material investments or capital assets

We plan to:

1. Expand operations in the worldwide overseas Chinese
communities;

2. Increase the range of our financial services and products;

3. Further upgrade our online trading platform; and

4. Develop the high net worth and sophisticated institutional
clients segment.
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INTERESTS AND SHORT POSITIONS OF DIRECTORS
AND CHIEF EXECUTIVE IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2018, save as disclosed below, none of the Directors
nor the chief executive of the Company or their associates
had any interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ”)) which were (i) required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which he is taken or deemed to have taken under
such provisions of the SFO); or (ii) required, pursuant to section
352 of the SFO, to be entered in the register referred to therein; or
(iii) required, pursuant to the Model Code for Securities
Transactions by Director contained in Appendix 10 to the Rules
(the “Listing Rules”) Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), to be
notified to the Company and the Stock Exchange:

EERERTHRAEBRENDS - HEARSG R
BEEz2EBERKRR

RZFB-N\FRA=1TH B IXAEES
N BEARR ZEFREBRITHRABHIEE
ZHBARANRRREEAREEECEER
B LB ED (175 R EE GG ]) EXVED)
Z B ~ AR A& S A TR ()VRIERE
HF M EIGRPIEXVEBR7 R8N BIAME AR
A NPT E R SOAR (BRRIER S M
B 1GDIE RGN B (FRARAE A 2 (B #e s
NoRR) ¢+ (NIRRT 77 M HAE (510 5835216 A
HAZGDIFTtE 2 B et 2R BOX R ¢
(IVRIEFESHMERXSMABERAR ([BRA])
B EMARR (T EmARD M E10EES
HEITEER 5 2 IRESTRIBME AR T LB
FTZ R SOR R

Interests in shares of the Company: RAERATRGD P 2R
Approximate %
Number of of the number
shares/underlying of issued
Name of director Capacity shares held Total shares
P s,/ HEBTRG
EEpE 514 HERDHAE Ay FABYEIHL
Shares Options
EBER BIRE
(Note 1)
(Kizt1)
Mr. Liu Stefan Beneficial owner 9,520,000 26,300,000 35,820,000 1.76%
(Chief Executive Officer)
BfRGE K4 (FTHUAE L) EalEA
Mr. Huang Songyuan Beneficial owner - 10,350,000 10,350,000 0.50%
HERESE ERHEAA
Mr. Wong Yiu Kit Ernest Beneficial owner - 2,050,000 2,050,000 0.10%
BRA AL EalEA
Mr. Stephen Gregory McCoy Beneficial owner - 3,000,000 3,000,000 0.14%
Stephen Gregory McCoy %t 4 EmBAA
Ms. Zhao Guixin Beneficial owner 200,000 1,000,000 1,200,000 0.05%

HEELL ExBAA
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Approximate %

Number of of the number
shares/underlying of issued
Name of director Capacity shares held Total shares
ST e HERITR®E
Espns &4 HEROHAE Ay YABNEIL
Shares Options
EER ERE
(Note 1)
(Hizz1)
Mr. Cornelis Jacobus Keyser Beneficial owner - 1,000,000 1,000,000 0.04%
Comelis Jacobus Keysert & EmAEA
Mr. Lin Wenhui Beneficial owner 200,000 1,000,000 1,200,000 0.05%
MRS & EREAA
Note: =

1. Those options were granted on 19 August 2015, 29 December 2016 1. FZEERES IR —ZE—AF/NA+AH =
and 22 March 2018 respectively under the Company’s share option E—NFH+ A=+ NAR=ZF—NF=AH
scheme. A ZHIRBEAR R AR R R L -
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL IERENKRH - HERORES XS
SHAREHOLDERS IN SHARES, UNDERLYING SHARES R #%&
AND DEBENTURES

As at 30 June 2018, so far as was known to the Directors or chief AN RIESZKTETHRAEMRM  R_=
executive of the Company, the following persons (other than the —N\FEXA=+H U TFTAT(RAFTZESE
directors or chief executive of the Company) had, or were deemed s = Z1TIHA BBIN) RA A TIH IR D & iE R
or taken to have, an interest or short position in the shares and JRH P B EBR AEEH B BRIEZFE SR
underlying shares of the Company which would fall to be disclosed  Hi & (&I EEXVEB 2 39 BB 2 & X A 4N A &)
to the Company under the provisions of Divisions 2 and 3 of Part BB X iR N AR FIEE B S MBS M5
XV of the SFO, or as recorded in the register to be kept by the 336{EFTEFHI S LM A EM T X MEERRD
Company under section 336 of the SFO, or as otherwise notified to & J Bt X AT B HE S A &

the Company and the Stock Exchange:

Number of shares/
underlying shares held
R HERGEE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
e BT
RO#E
TERRER L) i) TEER me BRBEDH
CITIC Securities Company Limited Interests in controlled 1,200,310,001 - 1,200,310,001 59.03%
(“CITIC Securities”) corporation (Note 1)
FEIEFROHERAR(TREMTF]) RIEHEE #a
(Hizt1)
CITIC Securities Overseas Investment Beneficial owner 1,200,310,001 - 1,200,310,001 59.03%
Company Limited
FEIHFEIMIERRAR ERBEBA
KVB Kunlun Holdings Limited Beneficial owner 300,000,000 - 300,000,000 14.75%
(“KVB Holdings”) (Note 2)
KVB Kunlun Holdings Limited EREAA
(TKVB Holdings ) (#f:#2)
Mr. Li Zhi Da (Note 2) Interests in controlled 300,000,000 - 300,000,000 14.75%
corporation
FEELE (Hi22) REEHEE 2
Calypso (International) Investment Beneficial owner 106,525,000 - 106,525,000 5.24%

Co., Limited (Note 3)
Calypso (International) Investment ERat DN
Co., Limited (#77£3)
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Number of shares/
underlying shares held
FisR%,/ HEROHE
Approximate%
of the number
Name of substantial Derivative of issued
shareholder Capacity Shares interests Total shares
e BT
ROEE
TERRER g i) PTERER me BABEDH
HNA Group (International) Company  Interests in controlled 106,525,000 - 106,525,000 5.24%
Limited (Note 3) corporation
EMEE (BB ARDE (M3  REEHEER 2 ER
HNA Group Co., Ltd. (Note 3) Interests in controlled 106,525,000 - 106,525,000 5.24%
corporation
BMEBARRR (HH3) REEHEE 2 s
Hainan Traffic Administration Holding  Interests in controlled 106,525,000 - 106,525,000 5.24%
Co., Ltd. (Note 3) corporation
BERXEERERAR (H:13) REEHEE 2 5
Sheng Tang Development (Yangpu)  Interests in controlled 106,525,000 - 106,525,000 5.24%
Co., Ltd. (Note 3) corporation
RERR(EB)ARDA(H23)  RIEHEE 2 ER
Tang Dynasty Development Interests in controlled 106,525,000 - 106,525,000 5.24%
Co., Ltd (Note 3) corporation
REERARRA (HH3) REZHEE 2 s
Pan-American Aviation Holding Interests in controlled 106,525,000 - 106,525,000 5.24%
Company (Note 3) corporation
Pan-American Aviation Holding REZHEE 2 #w
Company (#77£3)
Hainan Cihang Charity Foundation Interests in controlled 106,525,000 - 106,525,000 5.24%
Inc. (Note 3) corporation
Hainan Cihang Charity Foundation RS 4IIAE 7 #25
Inc. (#7%3)
Notes: Bfat

1. As CITIC Securities is entitled to control over one-third of the voting 1. B 15 Al 57 F # R A 15 7l 25 8 51 18 & H IR

power at general meetings of CITIC Securities Overseas Investment RNEZRBRA G FIEHEB=5.2 —HIRE
Company Limited, CITIC Securities is deemed under the SFO to be - IRIBFFRBEIRG - (5 0F 5 #5142 73
interested in the entire 1,200,310,001 shares held by CITIC Securities R AEFE 5 E N E B R 2 Al 55 69 2 &8
Overseas Investment Company Limited. 1,200,310,001 8 R 17 7 #E 5 # 75 ©
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2. As Mr. Li Zhi Da, a former non-executive Director of the Company,
is entitled to control over one-third of the voting power at general
meetings of KVB Holdings, he is deemed under the SFO to be
interested in the entire 300,000,000 shares held by KVB Holdings.

3. As confirmed by Calypso (International) Investment Co., Limited, as
at 30 June 2018, Calypso (International) Investment Co., Limited was
a wholly owned subsidiary of HNA Group (International) Company
Limited, which was in turn owned as to 91.09% by HNA Group Co.,
Ltd.. HNA Group Co., Ltd. was held as to 30% by Yangpu Jianyun
Investment Co., Ltd. and 70% by Hainan Traffic Administration Holding
Co., Ltd.. Hainan Traffic Administration Holding Co., Ltd. was in turn
held as to 50% by Sheng Tang Development (Yangpu) Co., Ltd..
Sheng Tang Development (Yangpu) Co., Ltd. was held as to 65%
by Hainan Province Cihang Foundation and 35% by Tang Dynasty
Development Co., Ltd. which was in turn 98% held by Pan-American
Aviation Holding Company, which is wholly held by Hainan Cihang
Charity Foundation, Inc..

Save as disclosed above, as at 30 June 2018, the Directors are
not aware of any other person who has an interest or short position
in the shares or underlying shares (including interest in options, if
any) of the Company as recorded in the register required to be kept
under section 336 of the SFO.

INTERIM DIVIDEND

The Board does not declare the payment of any dividend for the
six months ended 30 June 2018 (for the six months ended 30 June
2017: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the six months ended 30 June 2018, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

KVB KUNLUN FINANCIAL GROUP LIMITED [ 7y 0 % 4 1l 42 [ A RS =]
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3.  #¥Calypso (International) Investment Co.,
Limited##id R=ZZFE—NFNA=4+H
Calypso (International) Investment Co.,
Limited 738 fi 5 8] (I BY) 5 IR 22 7].2 £ & Mt
B F] - ERTE B (BIER) 5 R 2 7] d 8 A 5
BB RN E]#G91.09%E 75 © G A £ [F G R
NEHFHEEREFRRAI RAGEAREIE
RER RG] 555 E30% K 70% 5+ T 8H
REFRER 2 7] B /R GF ) AR 2
BfFE50% B o BE R CFH) BR 2 A]H
B E BN N B E B H65% R XA E
BRBIR N AIFFE35% e BT HERGRD
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COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Company has complied with all the code provisions set out
in the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Rules (the “Listing Rules”) governing the Listing
of Securities on Stock Exchange of Hong Kong Limited (“Stock
Exchange”) throughout the six months ended 30 June 2018, except
for the following deviations:

Pursuant to the code provision A.2.1 of the CG Code, the roles of
chairman and chief executive should be separated and should not
be performed by the same individual. The division of responsibilities
between the chairman and chief executive should be clearly
established and set out in writing.

Mr. Li Zhi Da retired as chairman of the Board and non-executive
Director after the conclusion of the annual general meeting of
the Company held on 21 May 2018 (the “2018 Annual General
Meeting”). After the retirement of Mr. Li, no individual was appointed
as chairman of the Board. The role of the chairman of the Board has
been performed by the chief executive officer of the Company.

The Board will keep on identifying suitable candidate to assume
duties as chairman of the Board as soon as possible.

Pursuant to the code provision A.6.7 of the CG Code, the
independent non-executive directors and the non-executive
directors should attend general meetings and develop a balanced
understanding of the views of shareholders. Ms. Zhao Guixin, an
independent non-executive Director, was unable to attend the 2018
Annual General Meeting due to health reason.

Pursuant to the code provision E.1.2 of the CG Code, the chairman
of the board should attend the annual general meetings. Mr. Li Zhi
Da, the then Chairman and a non-executive Director, was unable to
attend the 2018 Annual General Meeting due to other commitment.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Group was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the six months
ended 30 June 2018 or at any time during such period.

BT EXERTA
REBE-Z—\FRA=THLEXEAR =&
REICEBTEEBARIAMARRAA ([HE
Al &% Em R A (T Em AR M Ex14p7 8
ERERTAHTREERSTR ZRAE T
fiR3 - HE T A R BB S BR S

RIBOEERTAZTRMEXEA2 MG =
FEITRAENACREARY X TEH—A
ERFRE - TEETHRAH ZHABEND THE
BREAEILAEZESE -

FEERENR_F-NFAA-+—HBETZ
AARBRRBERE ([T \FRRAFK
) ERBERE/ARRESTSIELIFNT
EF - NFEERER EFSEFBOA
Bz EFEEXFENRECHARBITHRAR
1T °

RS SRERRY e A BRI EEeE
-

RIFEEEATRIZTRIRXEA.7R I8
VIFATEERIFATESTRLFERRAE -
HERNBERBRLENT R - BIIEMITES
HEBZTREEEmMAREHE T —/\F
BERBERE -

RIBBEEIATRIZTREXBEA 20K &
EEXFERBERRBFERE - BEXFERIE
WITEEFTEEALREMERRELFE _F
—NFBRRBFERE -

EERaNNES

AREBERBIIYHARBEEBEALEEH
ERAREAEARaMRNEBEE_F—/\FX
A=+ B 1E7]ME A 3B B A E A b R A
BEZER -
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REVIEW OF FINANCIAL STATEMENTS

The Company established an audit committee (the “Audit
Committee”) on 18 December 2012 with written terms of reference
in compliance with the requirements as set out in the CG Code
contained in Appendix 14 to the Listing Rules. The Audit Committee
comprises three independent non-executive Directors, namely, Mr.
Lin Wenhui, Ms. Zhao Guixin and Mr. Cornelis Jacobus Keyser. Mr.
Lin Wenhui is the chairman of the Audit Committee. The primary
duties of the Audit Committee are to review and supervise the
financial reporting process, risk management and internal control
systems of the Company, nominate and monitor external auditors
and provide advice and comments to the Directors. The Audit
Committee has reviewed and expressed no disagreement with the
accounting treatment adopted by the Company in preparing the
unaudited condensed consolidated interim results of the Group for
the six months ended 30 June 2018 and has provided advice and
comments thereon.

PricewaterhouseCoopers as the Company’s auditors has reviewed
the unaudited condensed consolidated interim financial information
of the Group for the six months ended 30 June 2018 in accordance
with Hong Kong Standard on Review Engagements 2410 “Review
of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”).

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 to the Listing Rules (the “Model Code”) as the code of conduct
regarding securities transaction of the Company by the Directors.
Having made specific enquiry with the Directors, all the Directors
confirmed that they had complied with the Model Code during the
six months ended 30 June 2018.

By order of the Board

KVB Kunlun Financial Group Limited
Liu Stefan

Executive Director

Hong Kong, 16 August 2018
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

s
pwc

TO THE BOARD OF DIRECTORS OF KVB KUNLUN FINANCIAL
GROUP LIMITED

EmRBEREHEBEERAF

(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on
pages 21 to 68, which comprises the condensed consolidated
interim balance sheet of KVB Kunlun Financial Group Limited
(the “Company”) and its subsidiaries (together, the “Group”)
as at 30 June 2018 and the related condensed consolidated
interim statement of comprehensive income, consolidated interim
statement of changes in equity and consolidated interim statement
of cash flows for the six-month period then ended, and a summary
of significant accounting policies and other explanatory notes. The
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited requires the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are responsible for the
preparation and presentation of these interim financial information
in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting”. Our responsibility is to express a conclusion
on this interim financial information based on our review and to
report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 16 August 2018
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
7 B Ak 5 v J00 22 AL 2

For the six months ended 30 June 2018 HZE —ZE— N\F XA =1+ HI-/~EA

Unaudited
REER
Six months ended 30 June

BEXA=THLAMEA

2018 2017
—EB-N\F el
Notes HK$°000 HK$'000
Hizt THT AT
Leveraged foreign exchange and BRI INE R E AR 5 A 4
other trading income 233,460 157,965

Cash dealing income/(loss) HeRHUA/ (B#B) 4 3,259 (16)
Fee and commission income GRS N 45,220 37,389

Other income HAb A 5 24,294 1,772

Total income hON::&: 306,233 197,110

Referral expenses and other charges BN REMER 139,450 114,770

Staff costs B IR 6 75,574 24,995

Depreciation and amortisation TE N 6,918 6,164

Lease payments under land and buildings T RETHRENT 6,993 6,836

Administrative and other operating expenses TREEMLCERST 7 44,588 36,011

Total expenses G 273,523 188,776

Operating profit MR T 32,710 8,334

Finance cost BEKAK (12,241) (1,156)
Profit before tax B 5t A4 7 20,469 7,178

Income tax expense PR 8 (10,044) (4,089)
Profit for the period HRHEF 10,425 3,089
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME
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For the six months ended 30 June 2018 B E —ZE— \F XA =+ B I-/~EA

Unaudited
REER
Six months ended 30 June

BEXA=THLAMEA

2018 2017
“E-0\% “T—+tF
Notes HK$’000 HK$'000
Hizt THT AT
Other comprehensive income Hin 2w K=
Items that may be reclassified R EM A B B B
to profit or loss
Currency translation difference EELR =5 (10,123) 6,732
Other comprehensive (expense)/income MNEMEE (%),
for the period, net of tax Wik (kR FE) (10,123) 6,732
Total comprehensive income BANEENERE
for the period 302 9,821
Earnings per share for profit HAAARREREA
attributable to the equity holders B EHN 2 BiRAF
of the Company for the period
~ Basic (HK cents per share) —E R (BB 10 0.51 0.15
- Diluted (HK cents per share) — 8 (BRAEIL) 10 0.22 0.15

The notes on pages 29 to 68 form part of the interim financial

information.

KVB KUNLUN FINANCIAL GROUP LIMITED
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET
7 WA 5 o 00 B LA R

As at 30 June 2018 R=—E—NEXA=+H

Unaudited Audited
REEER S
30June 31 December
2018 2017
—E-N\F —E—+F
RNRA=+tH t=ZH=1+—H
Notes HK$’000 HK$'000
Bt et FER FHT
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment ME - B NMEE 11 10,548 9,719
Intangible assets EmEE 12 33,734 34,496
Deferred tax assets EEFL IR & B 1,308 1,367
45,590 45,582
Current assets REEE
Other receivables, prepayments and H b el R IE - TS FRIE
deposits & 13 19,881 11,824
Tax prepayment B TR 3,098 11,211
Derivative financial instruments MESBTA 14 77,308 139,567
Balances due from agents JE UK T 4 32,349 88,551
Cash and bank balances and BERIBTEBULEE
client trust bank balances ErEiRITAE B2 15 1,126,363 1,104,050
Totalcurrentassets = #®AE#E 1268999 1,355,203
Total assets EE#E 1,304,589 1,400,785
EQUITY AND LIABILITIES EzRkAE
Share capital % 72X 19 20,333 20,333
Reserves R 361,140 365,190
Retained earnings REE BT 172,298 161,704
Total equity AR 553,771 547 227
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CONDENSED CONSOLIDATED INTERIM BALANCE SHEET

il ) Ao b O LR AR

As at 30 June 2018 R —E— N\EFEXA=+H

Unaudited Audited
RIBEZ HREEAZ
30 June 31 December
2018 2017
—E-N\EF —E—tF
~B=+H +t=—A=+—H
Notes HK$’000 HK$'000
Kt FExT TAT
Current liabilities REBEE

Finance lease obligations BAFHE AR 43 47
Current income tax liabilities BENERFRE R A E 806 -
Other payables and accrued liabilities ~ HMER KB R EEE 16 32,389 53,272
Derivative financial instruments PTESMITA 14 10,186 30,646
Clients’ balances BEEEH 17 507,425 766,182
550,849 850,147

Non-current liabilities FRBEE
Finance lease obligations Rl E T EAIE 176 205
Deferred tax liabilities REFIE B E 2,900 3,206
Convertible bonds AR ES 18 196,893 =
. 199969 Sl
Total liabilities EEA%E 750,818 853,558
Total equity and liabilities BERREE 1,304,589 1,400,785

The notes on pages 29 to 68 form part of the interim financial

information.
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
7 A Ak 5 v JO0 B 2 5 ) o

For the six months ended 30 June 2018 HZE —ZE— N\F XA =1+ HI-/~EA

Unaudited
REEY
Share  Currency
Share Share Capital option translation  Retained Total
capital  premium reserve reserve reserve  earnings equity
BRE SBEX

Ex  R#aE EXRRE Wi WE  RERN RzkE
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000
Térn  TEx  TEx  TEx  TEx  TEn  TER

Note 19(b)
Hiz#19(b)
At 1 January 2018 W-E-\E—F—H 20,333 180,493 171,892 18,713 (5,908) 161,704 547,227
Comprehensive income 2HAKE
Profit for the period B - - - - - 10,425 10,425
Other comprehensive expense HREMZARY
for the period - - - - (10,123) - (10,123)
20,333 180,493 171,892 18,713 (16,031) 172,129 547,529
Total transactions with owners, HEEAZRZAE
recognised directly in equity: BEEARRRER:
Share option scheme (Note 20) BRER 8l (T 720) - - - 6,073 - 169 6,242
Balance at 30 June 2018 RZB-N\E
AB=THZER 20,333 180,493 171,892 24786 (16,031 172,298 553,771

The notes on pages 29 to 68 form part of the interim financial  5529Z68E K Mt 3= 1 5% &b HA B 75 & Kl iy — IB

information. S
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
il WA 4 £ F JUT B 2 A B 5%

For the six months ended 30 June 2018 B E —ZE— \F XA =+ B I-/~EA

Unaudited

RSB

Share  Currency
Share Share Capital option translation  Retained Total
capital  premium reserve reserve reserve  earnings equity

BhE BREL
BE BRDVEE AAEME 1] WE RERN EREE
HK$000 ~ HK$000  HK$000  HK$000  HK$000  HK§000  HK$000
TAr Tér TExr Thr TEr TEAr TR

Note 19(b)
izt 19(b)
At 1 January 2017 RZE—tE—HA—H 20,332 180,464 171,892 17,692 (9,766) 133,903 514,517
Comprehensive income 2EWE
Profit for the period iyl = - - - - 3,089 3,089
Other comprehensive income BAEmEEkE
for the period - - - - 6,732 - 6,732

20,332 180,464 171,892 17,692 (3,034) 136,992 524,338
Total transactions with owners, BEBAZRZEE

recognised directly in equity: BEERERRD .
Share option scheme (Note 20) BRI (Hrit20) - = = 717 = 248 965
Balance at 30 June 2017 R-ZE-t#§
AR=THZ&H 20332 180,464 171,892 18,409 (3034) 137,240 525,303

The notes on pages 29 to 68 form part of the interim financial 5529z 68HE K Mt £ 1% 5% &b HA B 75 & Kl By — B
information. 5 o
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

i W A & P W Bl i R

For the six months ended 30 June 2018 HZE —ZE— N\F XA =1+ HI-/~EA

Unaudited
RIQE R
Six months ended 30 June

BEAA=Z+tHLAEAR

2018 2017
—E-N\F —T—+F
Notes HK$’000 HK$'000
K it FERT FH&IT
Cash flows from operating activities K& FZEREHRERE
Profit before tax BR 758 A g 1 20,469 7,178
Adjustments for: HE
Depreciation and amortisation IrE Ny 11& 12 6,918 6,164
Interest income FMEHKA (1,232) (1,443)
Interest expense F BRI 12,241 -
Loss on disposal of fixed assets HERBEEEZEE - 455
Share option expense BRI R X 6,242 965
Fair value gain on the embedded AT AR E A NHTAE T A5
derivative portion of convertible bonds 02 AR EWE 18 (16,181) -
Amortisation of deferred loss on B TR 1) iR RE B 1 5
conversion component 18 853 -
Cash flows from operating activities LIEEEERIKETE
before working capital changes FIfSlReRE 29,310 13,319
Decrease in pledged time deposits B E B TF 5OR 501 68,490
Decrease/(increase) in client trust BEEERITESR D, ()
bank balances 147,322 (146,821)
Decrease in balances due from agents  FEUR L TR 45 64 05 2> 56,202 21,044
Decrease/(increase) in derivative PrEemIT AR ()
financial instruments 41,799 (1,624)
Increase in other assets and prepayments B ih & E K 845 FRIEIE AN (7,526) (6,539)
Increase in amounts due from JFEE Ut L b B Bk O 3k TE 88 A0
other related parties - (8)
Increase in amounts due to P {<F L b B Bk 07 SR IE 3 A0
other related parties - 3
(Decrease)fincrease in clients’ balances & F 458 Of4) /&N (258,757) 182,148
(Decrease)/increase in other payables  E {th &t 2018 & FE5T
and accrued liabilities BECRD) (20,883) 3,654
Cash (used in)/generated from e (FR) /B8R E
operations (12,032) 133,666
Income tax (paid)/refund (B REFEH (1,254) 599
Net cash (used in)/generated from KEES) (FTA) B REFHE
operating activities (13,286) 134,265

T
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CONDENSED CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS

fl Wl 4r & P Bl i B AR

For the six months ended 30 June 2018 HZE —_ZE— \FE A=+ B It /NEA

Unaudited
RIQE R

Six months ended 30 June

BEAA=Z+tHLAEAR

2018 2017
—E-N\F —t%F
Notes HK$’000 HK$'000
it FET T

Cash flows from investing activites REFZEFEHRERE
Interest received =S 701 1,206
Purchase of property, plant and BEYE  BWENMKRER

equipment and intangible assets EILEE 11& 12 (7,880) (2,900)
Net cash used in investing activities WEEEFTAE S FH (7,179) (1,694)
Cash flows from financing activities BEFERMEHRERE
Interest paid ERFHE (20) -
Repayment of finance lease obligations &&= gl &8 & & E (28) (18)
Repayment of borrowing BEEE - (50,642)
Proceeds from issuance of BATAIHR IR BEH 1S 50R

convertible bonds 18 200,000 =
Net cash generated from/(used in) MEEEE, (AR FE

financing activities 199,952 (50,660)
Net increase in cash and ReRkRESEEYIEMFE

cash equivalents 179,487 81,911
Cash and cash equivalents at HRERREEED

beginning of period 15 431,736 318,916
Effect of foreign exchange rate EREB R

changes, net (9,351) 5,525
Cash and cash equivalents at HRESRESEZEY

end of period 1G] 601,872 406,352

The notes on pages 29 to 68 form part of the interim financial

information.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

CORPORATE INFORMATION

1.1 General information

The Company was incorporated in the Cayman Islands
on 9 November 2010 as an exempted company with
limited liability under the Companies Law, Cap. 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands. The Company’s immediate parent is
CITIC Securities Overseas Investment Company Limited
(“CITIC Securities Overseas”), a company incorporated
in Hong Kong and its ultimate holding company is CITIC
Securities Company Limited (“CITIC Securities”), a
company incorporated in the People’s Republic of China.
The address of its registered office is Cricket Square,
Hutchins Drive, PO Box 2681, Grand Cayman, KY1-1111,
Cayman Islands. The Company is an investment holding
company and its subsidiaries are principally engaged in
the provision of leveraged foreign exchange and other
trading, cash dealing business, and other services.

As at 30 June 2018, 59.03% of the total issued shares
of the Company are held by CITIC Securities Overseas,
14.75% of issued shares are held by KVB Kunlun
Holdings Limited and the remaining 26.22% of issued
shares are held by the public.

The interim financial information is presented in HK dollars
(“HK$"), unless otherwise stated. This interim financial
information has not been audited.

w3 S 25 R M

1 2AF&R

1.1

—RER

AR ZE—TF+—HANLARE
HEHSRAAFRE (Kirs k&
IR —NAN—FEE=550) RHE2
HEAMKBERRBRAR - K
NAEIZEES AR RPEAHFEINE
BEBERRAR ([FREAEFEIN]) » —=
REBFEMKI 2 A F] - &R
NAIAPEIESRODBRAR (15
AEF ) - —RAFE A R AR M
X372 A R) o ZNA B R L E R i
it A Cricket Square, Hutchins Drive,
PO Box 2681, Grand Cayman, KY1-
1111, Cayman lIslands ° &KX &)l &—
FIEEZER AT - HfBARIEER
SRMERIINER H R EMIZS
RERGHFEELEMART -

RZZ—NFESA=1+H ' xQaFE
1T AR 19 42 8,2 59.03%F8 F (= 7 %5
EIMEE  14.75% B 31T D AKVB
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T26.22% B HITRIDBARRFTA °
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

1

CORPORATE INFORMATION (continued)
1.2 Significant event

On 25 January 2018, pursuant to subscription
agreements entered into by the Company, the Company
issued convertible bonds with aggregate principal
amount of HK$200,000,000 on 12 February 2018 (the
“Issue Date”). The convertible bonds entitled the holders
to convert them into ordinary shares of the Company
at the conversion price of HK$0.613 (the “Conversion
Price”) per share of the Company at any time from the
day following one year from the Issue Date up to the fifth
business day immediately before the second anniversary
of the Issue Date (the “Maturity Date”) and bear interest at
7.5% per annum. Unless previously redeemed, converted
or cancelled, the Company has to redeem the convertible
bonds on the Maturity Date at 100% of the outstanding
principal amount, together with accrued interest, if any.
See Note 18.

BASIS OF PREPARATION

The condensed consolidated interim financial information for
the six months ended 30 June 2018 has been prepared in
accordance with HKAS 34, ‘Interim financial reporting’. The
condensed consolidated interim financial information should
be read in conjunction with the annual financial statements for
the year ended 31 December 2017, which has been prepared
in accordance with the Hong Kong Financial Reporting
Standards (the “HKFRS”).

The accounting policies adopted are consistent with those
of the previous financial year and corresponding interim
reporting period, except for the policies and standards as set
out below.

(i) Estimation of income tax

Taxes on income in the interim periods are accrued using
the tax rate that would be applicable to expected total
annual profit or loss.

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

1
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NOTES TO THE INTERIM FINANCIAL INFORMATION

2 BASIS OF PREPARATION (continued)

(i)

(iif)

Compound financial instruments

Compound financial instruments issued by the Company
comprise convertible bonds that can be converted to
share capital at the option of the holder, and the number
of shares to be issued does not vary with changes in their
fair value.

The derivative component of the convertible bonds is
recognized initially at fair value. The liability component is
recognized initially at the difference between the fair value
of the convertible bonds as a whole and the fair value of
the derivative component.

Subsequent to initial recognition, the liability component
of a compound financial instrument is measured at
amortised cost using the effective interest method.
The derivative are subsequently measured at fair value
and any gains or losses derived from its changes are
recognized in the consolidated profit or loss.

New and amended standards adopted by the Group

A number of new or amended standards became
applicable for the current reporting period and the
following standards are relevant to the Group’s financial
statements:

o HKFRS 9 Financial Instruments; and

° HKFRS 15 Revenue from Contracts with Customers.

The adoption of these standards in the current interim
period has no material impact and the new accounting
policies are disclosed below. The other standards did not
have any impact on the Group’s accounting policies and
did not require retrospective adjustments.

w3 S 25 R M
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

2

BASIS OF PREPARATION (continued)

(iii) New and amended standards adopted by the Group

(continued)
HKFRS 9 Financial Instruments

HKFRS 9 replaces the provisions of HKAS 39 that relate
to the recognition, classification and measurement of
financial assets and financial liabilities, derecognition of
financial instruments, impairment of financial assets and
hedge accounting.

Classification

From 1 January 2018, the Group classifies its financial
assets in the following measurement categories:

e those to be measured subsequently at fair value
(either through other comprehensive income (“OCI”),
or through profit or loss), and

o those to be measured at amortised cost.

The classification depends on the entity’s business model
for managing the financial assets and the contractual
terms of the cash flows.

For assets measured at fair value, gains and losses will
either be recorded in profit or loss or OCI. For investments
in equity instruments that are not held for trading, this will
depend on whether the Group has made an irrevocable
election at the time of initial recognition to account
for the equity investment at fair value through other
comprehensive income (“FVOCI”).

Accordingly, the Group has classified most of its financial
assets at amortised costs and derivative financial assets
measured at fair value through profit or loss.

Measurement

At initial recognition, the Group measures a financial asset
at its fair value plus, in the case of a financial asset not
at fair value through profit or loss (“FVPL”"), transaction
costs that are directly attributable to the acquisition of
the financial asset. Transaction costs of financial assets
carried at FVPL are expensed in profit or loss.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION (continued)

(iii) New and amended standards adopted by the Group

(continued)
Impairment

For other receivables and balances due from agents,
the Group applies the simplified approach permitted
by HKFRS 9, which requires 12-month expected credit
losses to be recognised from initial recognition of the
receivables. Cash and bank balances are also subject to
the impairment requirements of HKFRS 9.

There was no material change in the amount of provision
for impairment losses required under the expected credit
loss model compared with incurred credit loss model, and
there was no material financial impact on such change
at 1 January 2018, 30 June 2018, and for the six months
ended 30 June 2018.

HKFRS 15 Revenue from Contracts with Customers

The Group has adopted HKFRS 15 Revenue from
Contracts with Customers from 1 January 2018 which
resulted in changes in accounting policies. In accordance
with the transition provisions in HKFRS 15, the Group
has adopted the new rules retrospectively. The Group
assessed the impacts of adopting HKFRS 15 on its
financial statements. Based on the assessment, the
adoption of HKFRS 15 has no significant impact on the
Group’s revenue recognition as the Group’s dividend
income, interest income and rental income are not within
the scope of HKFRS 15.

Revenue for the provision of management income and
fees and commission income services is recognised over
time as those services are provided. HKFRS 15 did not
result in significant impact on the Group’s accounting
policies. Upon the adoption of HKFRS 15, if there is any
satisfied performance obligation but where the Group
does not have an unconditional right to consideration, the
Group should recognised a contract asset. No contract
asset is recognised upon transition and at the end of the
reporting period.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

2 BASIS OF PREPARATION (continued)

(iv) Impact of standards issued but not yet applied by the
entity

HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the balance sheet,
as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to
use the leased item) and a financial liability to pay rentals
are recognised. The only exceptions are short-term and
low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the
Group’s operating leases. As at the reporting date, the
Group has non-cancellable operating lease commitments
of approximately HK$44,522,000. However, the Group
has not yet determined to what extent these commitments
will result in the recognition of an asset and a liability for
future payments and how this will affect the Group's profit
and classification of cash flows.

Some of the commitments may be covered by the
exception for short-term and low-value leases and some
commitments may relate to arrangements that will not
qualify as leases under HKFRS 16. The standard is
mandatory for first interim periods within annual reporting
periods beginning on or after 1 January 2019. The Group
does not intend to adopt the standard before its effective
date.

3 FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks:
interest rate risk, foreign currency risk, credit risk and liquidity
risk.

The interim financial information does not include all financial
risk management information and disclosures required
in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements as at
31 December 2017.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

FINANCIAL RISK MANAGEMENT (continued)

There has been no change in the risk management policies
since year end.

3.1 Foreign currency risk

Exchange rate fluctuation is the most significant risk
in leveraged foreign exchange trading. The Group
takes on exposure to the effects of fluctuations in the
prevailing foreign currency exchange rates on its
financial position and cash flows. The Group is exposed
to foreign exchange risk arising from various currency
exposures, primarily with respect to New Zealand
dollars and Australian dollars. The Group will suffer a
loss if it fails to cover a client deal at a better exchange
rate. The Group monitors foreign exchange exposure
by reviewing the open position of the Group and client
trading performance. The risk is measured by the use of
sensitivity analysis and cash flow forecasting. Specific
risk limits are set to measure and monitor foreign
exchange risk. Any excessive foreign exchange risks are
passed on to other financial institutions through execution
of trades with those institutions. The management
sets limits on the level of exposure by currency and in
aggregate for both overnight and intra-day positions,
which are monitored on an intra-day basis.

The Group has certain investments in foreign operations,
whose net assets are exposed to foreign currency
translation risk. The Group currently does not have a
foreign currency policy to hedge its currency exposure
arising from the net assets of the Group’s foreign
operations.

The tables below summarise the Group’s exposure
to foreign currency exchange rate risk as at 30 June
2018 and 31 December 2017. Included in the tables
are the assets and liabilities at carrying amounts in HK$
equivalent, categorised by the original currency.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

3 FINANCIAL RISK MANAGEMENT (continued) 3 HM¥EREE(ZE)
3.1 Foreign currency risk (continued) 31 SERK(EZ)
As at 30 June 2018 (Unaudited) RZZB—NFARA=1HCREERZR)

HKS$ NZD AUD usb JPY RMB  Others  Total
En AEET Ar i RE AR% B A
HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HKS'000 HKS$'000
Tén TEn TEn Tz Tz Tz TEx TEx

Assets EE

Other receivables and deposits AR 2 3,661 309 381 1,031 - 1546 - 7018
Derivative financial instruments fTESRIA - 4057 14783 58,466 2 - - 77308
Balances due from agents R B 206 470 200 2012 1,189 620 506 32,349
Cash and bank balances and Re RRTEBRAREPER

client trust bank balances BIEH 43031 26939 31486 1,007,777 5428 11,588 114 1,126,363
Liabilities fE

Finance lease obligation REREAE - - 219 - - - - 219
Other payables HbEfTE 2,197 983 75 15914 1 40 - 20,261
Derivative financial instruments fTESMIA - 738 17 943 - = - 10,18
Clients' balances RP&EH - 2652 37947 439846 3,103 - - 507,425
Convertible bonds AR ES 196,303 - - - - - - 196,803
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

3.1 Foreign currency risk (continued)

As at 31 December 2017 (Audited)

FINANCIAL RISK MANAGEMENT (continued)

3 M¥RAREREGE)
3.1 SERR(Z)

R_ZE—+F+-_A=+—H

(&)
HKS NZD AUD UsD JPY RMB  Others Total
Ar AEET  Bn En BE AR%  Hfh &5
HK$000 HK$000 HKS000 HK$000 HK$000 HK$000 HK$O000 HK$000
TEr Thr TExr TEx TEx TEx ThEx  TEx
Assets EE
Other receivables and deposits — E{tEM A RET4 3,710 130 262 308 - 1453 - 5863
Derivative financial instruments 4744 & T A - 6976 9009 123578 4 - - 139567
Balances due from agents e IB A B2 198 2016 213 80,184 789 4610 541 88551
Cash and bank balances and B & R FTEBIREF
client trust bank balances [ERRITEA 25165 19416 32427 1007690 7225 10604 1523 1,104,050
Liabilities af
Finance lease obligation MEMEAE - - 252 - - - - 252
Other payables HitEf3E 7,386 965 1148 31,134 2 817 - 41452
Derivative financial instruments #7144 g T A - 1874 0 28742 - - - 30646
Clients' balances ER&s - 21037 30664 710954 3527 - - 766,182
Convertible Bonds R ER - - - - - _ _ _
The following table indicates the impact on the Group’s TRINTHR=ZZE—NFAAA=THK
profit before taxation to movements in foreign exchange if:’tiJr:ﬂit* H 9|\/¢15|5E_$
rate as at 30 June 2018 and 31 December 2017: LBHARBIRDANENOFE
Unaudited Audited
REEX REZ
Movement Movement
in foreign 30 June in foreign 31 December
Foreign currency risk currency 2018 currency 2017
—E-N\E —ET—tF
SMEE [ B IR AA=+H INEEEE) +—A=+—H
HK$’000 HK$'000
THET FHET
AUD BT +/-5% +/-396 +/-6% +/-589
JPY +/-4% +/-141 +/-5% +/-224
NZD APER T +/-4% +/-145 +/-5% +/-233
RMB AR +/-3% +/-400 +/-4% +/-634

INTERIM REPORT 2018 -2 — /\4F F B3 4



NOTES TO THE INTERIM FINANCIAL INFORMATION
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3 FINANCIAL RISK MANAGEMENT (continued) 3 HXEARER (&)

3.2 Fair value estimation 3.2 A REMEE

The Group classifies for disclosure purposes fair value
measurements using a fair value hierarchy that reflects
the significance of the inputs used in making the
measurements. The fair value hierarchy shall have the
following levels:

Level 1 — Quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level2 - Inputs other than quoted prices included
within Level 1 that are observable for the
asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from
prices)

Level 3 — Inputs for the asset or liability that are not
based on observable market data (that is,
unobservable inputs)

The level in the fair value hierarchy within which the fair
value measurement is categorised in its entirety should
be determined on the basis of the lowest level input that
is significant to the fair value measurement in its entirety.
For this purpose, the significance of an input is assessed
against the fair value measurement in its entirety. If a
fair value measurement uses observable inputs that
require significant adjustment based on unobservable
inputs, that measurement is a Level 3 measurement.
Assessing the significance of a particular input to the fair
value measurement in its entirety requires judgement,
considering factors specific to the asset or liability.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

3 FINANCIAL RISK MANAGEMENT (continued) 3 HM¥EREE(ZE)
3.2 Fair value estimation (continued) 3.2 AAREMEE (E)
The following table analyses within the fair value hierarchy TR AR BEREBREANIZEALBEGT=
the Group’s financial instruments measured at fair value: MAEESR T A :
Level 1 Level 2 Level 3 Total
-8R E=R E=R @t

HK$'000 HK$'000 HK$’000 HK$'000
TR TR TR TR

At 30 June 2018 (Unaudited) R-ZE-NEXA=1+H
(REER)

Assets &E
Derivative financial instruments fTHEERMTA - 77,308 - 77,308
Liabilities af
Derivative financial instruments fTEEmIA - 10,186 - 10,186
Embedded derivative portion of ARREFRANITE

convertible bonds TESH - - 22,232 22,232
At 31 December 2017 (Audited) R-Z—t&+=-A=+-H

(BE%)

Assets BE
Derivative financial instruments TEEBMIA = 139,567 = 139,567
Liabilities af
Derivative financial instruments TESRTIA = 30,646 = 30,646
The fair value of financial instruments that are not traded WENERMISETR SN e T A
in an active market is determined by using valuation B AR BENREERNEE - %E M
techniques. These valuation techniques maximize the BERMFRE T AR B8R M55 (10
use of observable market data where it is available and B)  BELERBEEBHNEEME -
rely as little as possible on entity specific estimates. If WeTE—EHTEMN AR BRENAE
all significant inputs required to fair value an instrument ERBASBANEBEEE - AlIZZT
are observable, the instrument is included in Level 2. BIIAE R - BHINESHH AR
The fair value of forward foreign exchange contracts is BEFA&EE RS R R BERE
determined using forward exchange rates at the end of E o mMETSEETEEZERE -
the reporting period, with the resulting value discounted
back to present value.
Embedded derivative portion of convertible bonds are ATRRESF IR ARITE T A D HEE
classified within Level 3 as it is mainly driven by the RE=E - DHEEFLA DB
valuation of the convertible bond using binomial model AIMREFZHEETE @ WiKAEEH
adjusted with liquidity, credit and market risk factors as AEERARERRDES EERT
the Group may deem necessary. R EEELFAE -
The following table summarises the quantitative inputs TR =ZZE—N\FA=1THA
and assumptions used for valuing convertible bonds AEEBRFPE=EHN A RKRESEE
which is categorised in Level 3 of the fair value hierarchy FrEc et ABEMRER -

as of 30 June 2018.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

3 FINANCIAL RISK MANAGEMENT (continued)

3 MBRAREE(E)

3.2 Fair value estimation (continued) D RAEGE (E)
Relationship of
Fair value at Valuation Significant significant
Description 30 June 2018 technique inputs inputs to fair value
R=B-N&
RA=THMN EXBAE
it NRE HERE EXBAE BARBZENEE
HK$'000
TR
Embedded derivative portion of 22,232 Binomial model Volatility A change in volatility by 5% would increase/
convertible bonds (decrease) the fair value by approximately
HK$3,179,000/(HK$3,879,000)
Share price A change in share price by 5% would increase/
(decrease) the fair value by approximately
HK$2,634,000/(HK$3,191,000)
AR E SR ARG E T AR 22,232 —IEiER IR REEBE%  RAEREM/ (R) #3,179,000
&7t/ (3,879,000 7T)
(B TRBEH5% - RAEREM/ (R2) £2,634,000
%7/ (3,191,000570)
The following table presents the movement in Level 3 TREVWHBHE_ZT—N\FA=TH
instruments for the period ended 30 June 2018: IFHARIRNE = i&I E:Z Za -
Embedded derivative
portion of convertible
bonds
TRRESHRAR
fTETARG
HK$'000
TER
Opening balance HA & eh -
Upon issuance of convertible bonds BT ARES 42,040
Deferred losses upon issuance Bk ELER (4,480)
Change in fair value included in the statement of comprehensive income SFAZERERZARLERD (16,181)
Amortisation of deferred losses on conversion component ERNNRETEESEH 853
Ending balance RS 22,232
Change in fair value for level 3 instruments held at 30 June 2018 RZE-NEXAZTRABE=RTIAZ (16,181)
AT

/—\/L@

There were no transfers between levels for the period
ended 30 June 2018.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

SEGMENT REPORTING

Operating segments are reported in a manner consistent with
the internal reporting provided to the Board of Directors. The
Group’s operating businesses are structured and managed
separately according to the nature of their operations and the
services they provide. Each of the Group’s business segments
represents a strategic business unit that offers services
which are subject to risks and returns that are different from
those of the other business segments. The Board of Directors
considers the business from a geographical and product
perspective.

Summary details of the business segments are as follows:

(a) the margin dealing segments engage in the provision
of leveraged foreign exchange, commodity and index
trading services in Australia, Hong Kong and New
Zealand;

(b) the unleveraged cash dealing segment engages in the
provision of non-leveraged foreign exchange trading
services in New Zealand. Unleveraged cash dealing
services were provided to corporate clients, in particular,
those clients engaged in money changing business for
the purpose of hedging their cash positions and meeting
settlement obligations. The Group is rewarded by the
spread between the price quoted to our clients and the
price offered by our market makers; and

(c) the People’s Republic of China (“PRC”) business segment
engages in provision of trading and settlement of
precious metals in PRC.

Inter-segment transactions, if any, are conducted with
reference to the prices charged to third parties and there was
no change in the basis during the six months ended 30 June
2018 and 2017.

w3 S 25 R M

7 EBEREH

ReEpHHmETAEBRAEFTSRENA
BHE — - AEENKEEBEIREE
BB MATRERE D FAEMRER - &
S EE TN & XD # RIRH RIS RO KRS
B8N - HARISFTA SRR & BI#RA 5
REMEB S - EFSRHERRERS

BREEG D BNFBHEmT

(a) RBSRFHHEBREBRRM - TB R
AMPARREEEIINEZ SR - &
mm R SR

(b) FERARERF D ERENATER
REIFERENINER Z R - AEH
FRAREFPREMIMEREAR SR FHR
% LERZEREMRERESE T
METHEEEEM2EBEE L IRER
WEP - AEEGE TEPHRESR
REB TSGR IEHAOER S RIE
B R

(c) HREARKME ([HE])EHED R
ERFRERECBRX I NEE -

BFHHMENRS (WEF) H2RAE=77
WEEERMET  FREENEE —F
—N\FR-_ZE—tFRNA=1THLXEA
B ) -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

4 SEGMENT REPORTING (continued) 4 DIRE (&

HE—_T—N\EFEERZZ—+tFA=1H
LE7SE A - BEATIRE 5 8 E R R 4
5 BRI :

The segment information provided to the management for the
reportable segments for the six months period ended 30 June
2018 and 2017 is as follows:

For the six months ended 30 June 2018 (Unaudited) BE-_Z—N\FXA=+H1LEAEA

(RE&EK)
New Zealand  Hong Kong Australia New
Margin Margin Margin Zealand PRC
dealing dealing dealing Cash dealing Business  Unallocated  Elimination Total
g | B B g,
BRERH HKRBERH REERE  RERE TEER AR B @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tén Thn TEn TEn Thn TEn TEn Thn
Segment revenue and other Mz REMUA -
income:
Foreign exchange and other  RESNFEEHSME R
trading income eamed from ~ E 1 B
external customers 229,786 3 3,671 3,259 - - - 236,719
Inter-segment sales PHEHE - 70,026 1,331 - - - (11,357) -
Segment revenue AElE 229,786 70,029 5,002 3,259 - - (11,357) 236,719
Fee and commission income ~ Ef RS KA 42,962 - 47 - - 2,211 - 45,220
Other income E=LTON 95 - 10 7 533 23,649 - 24,204
Total revenue and other WE R AR RE
income 272,843 70,029 5,059 3,266 533 25,860 (71,357) 306,233
Segment profit{loss) AHEM/ (B8 25,536 63,104 2,49 3,069 (2,026) 25,860 117,962
Other unallocated staff costs ~ Eft &k HE B THA (30,480)
Other unallocated EARAEARR
administrative and BERR
operating expenses (67,013)
Profit before tax BB AT 20,469
Income tax expense FERAY (10,044)
Profitfor the period iyl 10,425
Other segment information: ~ Eftt 3 & # :
Depreciation and amortisation 7% R 4 - 58 13 - 943 5,904 6,918
Lease payments HERR - 686 - - 933 5,374 6,993
Finance cost BEKA - - - - - 12,241 12,241
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o1 5 R

SEGMENT REPORTING (continued) 4 DEE|E(E
The segment information provided to the management for the HeE—_T—N\FEK_ZF—tFA=1+H
reportable segments for the six months period ended 30 June IE7NE A - shalsRkE D BRIEIEEBIRHN
2018 and 2017 is as follows: (continued) DEERINT : ()
For the six months ended 30 June 2017 (Unaudited) HE—_ZT—tFNA=1+HIEA
CREEZ)
New Zealand  Hong Kong Australia New
Margin Margin Margin Zealand PRC
dealing dealing dealing Cash dealing Business  Unallocated  Elimination Total
A E &k E AEE
RELRS REERH FEERH ReRS  HEEH AR 5 &t
HK$000 HK$000 HK$'000 HK$000 HK§'000 HK$'000 HK$000 HK$'000
TET TAL TAL TAT TAL TAL TAT TAL
Segment revenue and P HREREMA -
other income:
Foreign exchange and other ~ RESNSEFRIINE R
frading income eamed AR SNA
from external customers 128,362 133 1,735 (16) 21,735 - - 157,949
Inter-segment sales PEHREE - 43425 4,076 - - - (47,501) -
Segment revenue AlE 128,362 43558 5811 (16) 21,735 - (47,501) 157,949
Fee and commission income ~ EAREL KA 34,397 - 2 - - 2,990 37,389
Other income(losses) AfRA/ (B8) 37 - 9 3 (913) 2,264 1,772
Total revenue and other WEREMUARE
income 163,136 43,558 5822 19 26,822 5,254 (47,501) 197,110
Segment profit/(loss) PERER/ (Bi8) (2022) 39,328 3,824 (639) 6,805 5,254 52,550
Other unallocated staff costs ~ EAt A7 A8 TR (13:441)
Other unallocated A RARIHR
administrative and BERR
operating expenses (31,931)
Profit before tax BB AT 78
Income tax expense FIERAY (4,089)
Prolfit for the period g 3,089
Other segment information: ~ E-fti 3 SF& % -
Depreciation and amortisation $7% [ 85 - 30 13 - 979 5,142 6,164
Lease payments REMNT - 381 - - 1518 4937 6,83
Finance cost HARA - - - - 1,156 - 1,156
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SEGMENT REPORTING (continued)

The Company is domiciled in Hong Kong. The majority of the
Group’s income from external customers is derived from its
operations in New Zealand.

4

NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

DEERE ()

RARERES - REBRBINEEEFH
WARE DR B HER AR EER -

Unaudited
REEX
Six months ended 30 June
BEAA=1THLEAREAR

2018 2017

—E-N\E —t&F

HK$’000 HK$'000

FERT T

New Zealand Sl 233,045 128,346
Others H fih b [= 3,674 29,603
236,719 157,949

None of the external customers contributes more than 10%
of the Group’s trading income individually in the respective
period.

Information on segment assets and liabilities are not disclosed
as this information is not presented to the Board of Directors as
they do not assess performance of reportable segments using
information on assets and liabilities.

There are no material differences from the Company’s 2017
annual report in the basis of segmentation or in the basis of
measurement of segment profit or loss.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

5 OTHER INCOME 5 HflA
Unaudited
REEZ
Six months ended 30 June
BEAA=1THLEAREA
2018 2017
—E-N\EF —E—+F
HK$’000 HK$'000
FET T
Interest income B M A 1,232 1,443
Exchange gain, net b A e - R 7,733 566
Loss on disposal of fixed assets HEBETEEEZERE - (455)
Fair value gain on the embedded RBREFRAXITELAEES N 2
derivative portion of convertible D EWE (K:218)
bonds (Note 18) 16,181 -
Amortisation of deferred loss on SR R B EE 8 (A2F18)
conversion component (Note 18) (853) =
Others H A 1 218
24,204 1,772
6 STAFF COSTS 6 BIRA
Unaudited
KRB
Six months ended 30 June
BEAA=1THLEAREA
2018 2017
—E-NEF —T—+tF
HK$’000 HK$'000
FET T
Staff costs: BTRA :
Salaries and allowances T & &2 68,677 23,362
Pension scheme contributions BIKEETEIH R 655 668
Share option expenses (Note 20) BRER X (MZ20) 6,242 965
75,574 24,995

INTERIM REPORT 2018 -2 — /\4F F B3 4



NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

7

ADMINISTRATIVE AND OTHER OPERATING 7

EXPENSES

THRREMKERX
Unaudited
RISE

Six months ended 30 June
BZA~BA=1tHIEXEAR

2018 2017
—E-N\F —ET—+tF
HK$’000 HK$'000
FExT FHT
Management fees paid to the then INTEREEZEERATNERS

immediate holding company. (Hat21(i)

(Note 21 (i) 347 331
Other office occupation expenses Hiv= FEMBARX 1,734 1,608
Auditor's remuneration ZE RN &

— Audit services — 5 AR 1,669 1,478

— Non-audit services — B R 164 321
Information services expenses BARBERX 1,917 2,396
Professional and consultancy fee HERZAB 3,006 2,302
Repair and maintenance HiEhiE (BEERHEE)

(including system maintenance) 6,002 6,041
Marketing, advertising and THHE BEEREERX

promotion expenses 14,597 8,871
Handling fee expenses FEEBHAY 7,979 7,635
Travelling expenses ERE 2,388 1,663
Entertainment expenses R e = 658 341
Insurance RE2 284 311
Clients’ debit balances written off B B AL R 250 147
Staff training B T3 415 341
Others H A, 3,178 2,225

44,588 36,011
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NOTES TO THE INTERIM FINANCIAL INFORMATION

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profit in Hong
Kong for each of the respective periods. Taxation on overseas
profits has been calculated on the estimated assessable profit
for the respective periods at the rates of taxation prevailing
in the countries in which the Group operates. The income tax
expenses of the Group are charged at a tax rate of 28% (2017:
28%) in New Zealand, 30% (2017: 30%) in Australia and 25%
(2017: 25%) in PRC respectively in accordance with the local
tax authorities.

w3 S 25 R M

FRi& BB X

EBNEH RS BREE BN G ER
M PA16.5% (ZZF — 4 : 16.5%) BT
KRR - BINEF TR IEE RS HE
HETERBUE R AR E B L L FTEBRA
ITHTRRATE - RIS MBS HEEE - K%
BRAATEES ~ BMN R BERTERASZ S
A 1%28% (ZF — 4 : 28%) * 30% (=
T —+F :30%) k25% (= — L4 :
25%) BIBL K E -

Unaudited
RIQE R
Six months ended 30 June

BEAA=tHLAEA

2018 2017
—E-N\F —T—tF
HK$’000 HK$'000
FET FAET

Current tax: BNEATRIA
Charge for the period HA S H 9,825 3,904
Others HAtb 219 185
Income tax expense FrEHiA X 10,044 4,089

DIVIDENDS

The Board does not recommend the payment of any dividend
for the six months ended 30 June 2018 (30 June 2017: Nil).

R E
EEZgTEBEINEBEE_FT—N\FAH
=tHEREANEARE (ZE—+F
NA=1+H: &) -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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10 EARNINGS PER SHARE 10 SRER
(a) Basic earnings per share (a) BREXRZEF
Basic earnings per share is calculated by dividing the FRRERZFILA R FIREFE AR
profit attributable to equity holders of the Company by 5am FBR AR AE B HAR B 1T @ AR
the weighted average number of ordinary shares in issue YN I BGETE -

during the respective periods.

Unaudited
RIQER
Six months ended 30 June

BEAA=tHLAEA

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
FER TAET
Profit attributable to equity holders RRARIEERHE ARG &R
of the Company 10,425 3,089

No. of shares No. of shares

vgrig =] iz {n 21 B
Weighted average number of BT T AR A I T 1 &
ordinary shares in issue 2,033,290,000 2,033,240,000
Basic earnings per share (HK cents) FRREARAF GBI 0.51 0.15
(b) Diluted earnings per share (b) SREBBEREF
The calculation of diluted earnings per share is based on FNEE Z M TR IR H R AR R B R g
the profit for the period attributable to equity holders of A AEGRNEE - B{EstE 2 &
the Company. The weighted average number of ordinary BRI EAEAE BT TR
shares used in the calculation is the number of ordinary HH » MEBRXRBIEERESTEI XAl
shares in issue during the period, and the weighted MBS AR B T E sk T A A #E
average number of ordinary shares assumed to have MBI T BR A AR AR
been issued at no consideration on the deemed exercise BEREITH T B INEFHE -

or conversion of all dilutive potential ordinary shares
under the share option scheme and convertible bonds
into ordinary shares.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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10 EARNINGS PER SHARE (continued) 10 SREF (&)
(b) Diluted earnings per share (continued) (b) SREHRR(E)
Unaudited
RISER

Six months ended 30 June
BZEA~BA=1tHIEAEA

2018 2017
—E-N\F —E—tF
HK$’000 HK$'000
THERT FHET
Profit attributable to equity holders ZNNCING SE RS DN piw ]
of the Company 10,425 3,089
Finance cost and fair value gain ARRESHRARTEL A H
recognised on the embedded EREROREKARA R B
derivative component of convertible
bonds (5,123) -
Adjusted profit attributable to equity 2 B ARQ G IREREE A
holders of the company JE (5% 71 5,302 3,089
No. of shares No. of shares
R#%5 B8 f&fh & B
Weighted average number of ordinary B 277 % AR &9 hnfE E 15 2%
shares be in issue 2,033,290,000 2,033,240,000
Adjustments for share options AR 2,111,783 =
Effect of dilutive potential ordinary AR ES AEEY Z£0BE
shares for convertible bonds TR E 326,264,273 =
Weighted average number of shares &1 & & i 58 2 R ) B 7 o
for the purpose for calculating diluted  SF15£%
earnings per share 2,361,666,056 2,033,240,000
Diluted earnings per share (HK cents)  ERESERF (G51L) 0.22 0.15
Note: MizE :
Certain share options are not included in the computation of RRNE TRREAMBERE  sGHHH
diluted earnings per share for the six-month period ended 30 ijg NFARA=FTHIEARERZ &K
June 2018 as those were anti-dilutive. BERNNYETEENA -
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NOTES TO THE INTERIM FINANCIAL INFORMATION

H 3] B 55 R
11 PROPERTY, PLANT AND EQUIPMENT 11 Y- - BERKE
Unaudited Unaudited
REEER REEZ
30 June 30 June
2018 2017
—E-N\F —E—+F
ANA=1+H NA=+H
HK$’000 HK$'000
FERT FHET
Opening net carrying amount Hi 9] AR B 9,719 10,400
Exchange adjustments fE H A% (80) 239
Additions NE 3,033 2,898
Disposals k=S - (455)
Depreciation e (2,124) (2,358)
Closing net carrying amount HRBREFE 10,548 10,724
12 INTANGIBLE ASSETS 12 BEEE
Unaudited Unaudited
RIEER REEZ
30 June 30 June
2018 2017
—E-N\F —T—tF
NA=+H ~NA=1+8
HK$’000 HK$'000
FERT TAT
Opening net carrying amount HAFBR T FE 34,496 27,447
Exchange adjustments fE 5 A% (815) 1,053
Additions NE 4,847 2
Amortisation 5 (4,794) (3,806)
Closing net carrying amount HRBREFE 33,734 24,696
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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13 OTHER RECEIVABLES, PREPAYMENTS AND

13 HMEWNRE AARERES

DEPOSITS
Unaudited Audited
RISERZ rmEZ
30June 31 December
2018 2017
—E-N\F —E—tF
AA=+HR +Z—HA=+—H
HK$’000 HK$'000
FHET FET
Rental and utility deposits HeRARRERS 4,573 3,954
Prepayments TRt FRIA 12,863 5,961
Other receivables H A & W5k IE 2,445 1,909
Total et 19,881 11,824

The carrying amounts of the Group’s other receivables and NG [ H i fEYGRIB R iR S WY AR E B H
deposits approximate to their fair values. NARBEEE -

14 DERIVATIVE FINANCIAL INSTRUMENTS 14 $TE€®MIT A

Unaudited Audited
RBERZ R
30 June 31 December
2018 2017
—E-N\E —E—tF
ANA=+H +t—A=+—H
HK$’000 HK$'000
FExT THET
Current assets REEE
Derivative contracts PTEEH 77,308 139,567
Current liabilities REBEE
Derivative contracts PTEEH (10,186) (30,646)
Total =t 67,122 108,921

AREBFBERIS I HEBFEITING -
HmEkEMERRS - RREAEETX
EXREmERNSZRERTEE  KEBE
RIEF R B2 BEFERIRTTAILZ A
INEBRHIR G REEEH -

The Group trades in foreign currencies, commodities and
other products through its margin trading business. In order
to protect against their exposures to fluctuations in foreign
exchange rates and commodity prices, the Group has entered
into a number of foreign exchange forward transactions and
contracts for difference with the Group’s bankers in the normal
course of business.

R N\FEXNA=THE-_ZT—+F
+TZA=1+—H ' BERFERHINEELD
B & & AN € 585 Bl A&7,280,106,000/% 7T
}14,292,459,000/% 7t °
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The notional principal amounts of the outstanding
forward foreign exchange contracts at 30 June 2018
and 31 December 2017 are HK$7,280,106,000 and
HK$14,292,459,000 respectively.



15 CASH AND BANK BALANCES AND CLIENT TRUST

NOTES TO THE INTERIM FINANCIAL INFORMATION
o 3 S 25 R M

15 RERBITERUREFEERITLE

BANK BALANCES 123
Unaudited Audited
RCEX KEZ
30June 31 December
2018 2017
—E-N\F —ZET—+tF
~B=+H +t=ZA=+—8H
HK$’000 HK$'000
FET FHT
Cash and bank balances Re RIRTTHER 597,792 430,198
Fixed deposits with banks HRITE TR 89,594 87,553
Client trust bank balances B EsLIRITARR 438,977 586,299
1,126,363 1,104,050

The Group maintains trust and segregated accounts with
authorised financial institutions to hold clients’ deposits
arising from normal business transactions. The Group is not
allowed to use the clients’ monies to settle its own obligations
in the ordinary course of business, and therefore they are not
included as cash and cash equivalents in the condensed
consolidated interim statement of cash flows.

As at 30 June 2018 and 31 December 2017, fixed deposits
of approximately HK$85,514,000 and HK$86,015,000
respectively are pledged to banks for banking facilities. No
overdraft facility was utilised by the Group as at 30 June 2018
and 31 December 2017. None of the bank deposits are placed
with market makers as collateral as at 30 June 2018 and 31
December 2017.
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AREBRERECRBERSBEELBL
RFE - UREREFPKRE —MEBIZNF
e ARETNAPHATFPNESRBERA
SN BEBEBBERETHER - FLZER
B EA ARG EFHRERERT T
ERE MBS FEY -

R-ZZE—NENAZTBERER-_ZT—t+F
+=HA=+—H ' #85,514,0007% T &
86,015,000/ 7T I 7E BT X 9 Rl gL iR 1T 1=
BB TIRT - R N\F~A=1H
F_T—+F+_A=+—H KEBEH
EHREMNBEZE RZZT—/\FA
—tHAERZE—+tHF+=—HA=+—8 - #
EIRITEAATERMISHRIELER
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NOTES TO THE INTERIM FINANCIAL INFORMATION

OTHER PAYABLES AND ACCRUED LIABILITIES

w3 S 25 R M

16 HttEMNREBEREFAE

Unaudited Audited

RBEX REZ

30June 31 December

2018 2017

—E-NE —E—+F

AA=+H +t=—H=+—8H

HK$’000 HK$'000

FET T

Accrued rental benefit JEET € Fla= 203 231
Accrued audit fees et E A 1,632 2,781
Accruals Est 8 A 4,657 5,257
Commission payable FEfHA & 12,928 27,825
Employee entitlements EE#R 12,128 11,820
Other payables A e IR 841 5,358
32,389 53,272

The carrying amounts of the Group’s other payables and
accrued liabilities approximate to their fair values.

CLIENTS’ BALANCES

The balances represent margin deposits received from clients
and the realised profit or loss from their trading activities under
normal course of business. The carrying amounts approximate
to their fair values.

AR E E A A SRR M RET B ERRRE R
BEAREES -

17 BEF &t
AEEBRIEN LR ESBRRPETESR S
R HIRFBSFANE IR 5 F sk
e - BRmBEE AR EIEE -
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18 CONVERTIBLE BONDS

Pursuant to subscriptions agreements entered into by
the Company on 25 January 2018, the Company issued
convertible bonds with aggregate principal amount of
HK$200,000,000 on 12 February 2018 (“Issue Date”). The
convertible bonds entitled the holders to convert them into
326,264,273 ordinary shares of the Company at the conversion
price of HK$0.613 (the “Conversion Price”) per share of the
Company at any time from the day following one year from the
Issue Date up to the fifth business day immediately before the
second anniversary of the Issue Date (the “Maturity Date”) and
bear interest at 7.5% per annum. Unless previously redeemed,
converted or cancelled, the Company has to redeem the
convertible bonds on the Maturity Date at 100% of the
outstanding principal amount, together with accrued interest, if
any.

The Conversion Price is subject to anti-dilutive adjustments
due to change of management and anti-dilution events such
as consolidation, sub-division or reclassification, bonus issue,
capital distribution, rights issue of shares or options over
shares, rights issue of other securities, issue at less than the
then current market price, other issue at less than the then
current market price, modification of right of conversion, other
offer to shareholders and other events. If the Conversion Price
pursuant to any adjustment is below the par value of each
share, the Conversion Price shall be adjusted to an amount
equal to the par value of a share instead.

Save as disclosed above, the terms and definitions of the
Convertible Bonds are set out in the respective subscription
agreements and disclosed in the Company’s announcements
dated 25 January 2018 and 12 February 2018.
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18 ATHARES

BEARTR—_ZE—N\EFE—A=_+AHHBZ]
N2 RERE  ARRERZZT-N\F=
A+=ZB (&) BTASBES
200,000,000 JT 2 A] # B & %5 Al P&
BEH T8 AN AT R 21T B Biest —
FeB AREZERITH R mARES
A AELEA ([BHAB ) 1EAARBER IR
BMAREFIR0.613F T ([RRE]) Bk
AN RD T 2326,264,273E @A - FEF K A
7.5% ° BRIFIRATIER - EHGEHE - A
AIZAR BB B IR R EE AR SR Z100%E
FFETFE () B A AR ES -

BRERREEE R IRESRHEL RS
AR MaxSEREGABREHREAH
FHREH DR - BITAR - BADIK
AR AR - H B 5 2 A - ER
ERRITHERT  REREFRITHE
ZEABEETT - (ERTHRAE - AIRCRIEHE
b Z X R EAMFAF o W AT ARG
BEERESRRND 2 EE - BARERFE
EESEKBRIEEZSRE -

Br_Eat R ER A AN - AT AR E S AR E
EFNEENREHREAN - WHNAAEH
HAE—T—N\F—A-_+HREHE-_Z—N\
F_A+_HHRAEFREE -



NOTES TO THE INTERIM FINANCIAL INFORMATION

18 CONVERTIBLE BONDS (continued)

In the presence of the adjustments to the Conversion Price
mentioned above, the Convertible Bonds may not exchange
a fixed number of the Company’s own equity instrument for
a fixed amount of cash. Therefore, the components of the
Convertible Bonds are accounted for separately as host
liability component and conversion option derivative. The fair
values of the host liability component and conversion option
derivative were determined at the respective date of issue.
The host liability component represented the present value of
the contractual stream of future cash flows discounted using
the prevailing market interest rate of similar non-convertible
instruments and carried at amortised cost. The effective
interest rate of the liability component is 19.76%. Subsequent
to the initial recognition, the liability component is carried
at amortised cost while the conversion option derivative
embedded in the Convertible Bonds are measured at fair
value, which changes in fair value recognized in profit or loss.

The components for the issue of the Convertible Bond and their
movements for the period are set out below:

w3 S 25 R M

18 AR ME S (4F)

£ LR ERAEAFRT - AIRRES
SORAEIZE TS ENRERRAEETEH B
MANFEFHERT A - Aty - Al E
FHHRK I D PRI E B EI D R E
PTETEARR - TBEHH MBREITE
TEMARBEEZRSBMETHRERE - =
BEBDIEARRRERE LI EAEU
AR T AR TS M RARAIRE -
WAREE SR AT BR - B &9 B B F =X
519.76% - R IATERE @ BEH D IX
BESHA AN BR - R A TR AR B S RO AR
BUTET AR ARERE HAnBEEH

RIB s R o

BT R R RE S A A ER D K B Y
BT ¢

Financial liabilities

Financial liabilities at fair value
at amortised cost through
- debt portion profit or loss
- derivative portion Total
BRARERFA
REBHEATTEN  BRNEREE
SREE-BEIG - AT ARR ke
HK$’000 HK$’000 HK$'000
THT TET TR
At 1 January 2018 R-Z—N\F—HF—H - - -
Issuance of convertible bonds BT ARES 181,815 42,040 223,855
Deferred losses upon issuance BIIRIELER (19,375) (4,480) (23,855)
Fair value gain recognized (Note 5) BRR AN B (H7) - (16,181) (16,181)
Interest expense MEFRX 12,221 - 12,221
Interest payment X RE - - -
Amortisation of deferred loss on BRI ETERES (17:25)
conversion component (Note 5) - 853 853
Balance at 30 June 2018 RZE-\E-A=1H
2R 174,661 22,232 196,893
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NOTES TO THE INTERIM FINANCIAL INFORMATION

H 3] B 55 R
19 SHARE CAPITAL AND CAPITAL RESERVE 19 RARERGFHE
(a) Share capital (a) B
Number of Issued
shares in share
issue capital
ERITROHE 2 RITRAE
HK$'000
FHIT
As at 1 January 2017 RZZE—+tF—H—HRK
and 30 June 2017 —E—+FA=1+H 2,033,240,000 20,332
As at 1 January 2018 RZE-—NEFE—H—BK
and 30 June 2018 —E—-NFES~A=1+H 2,033,290,000 20,333
(b) Capital Reserve (b) EXRZE

Capital reserve represents the difference between the
book value of the net assets of KVB Kunlun New Zealand
Limited, KVB Kunlun Pty Ltd and KVB Kunlun International
(HK) Limited over the par value of the shares issued by
LXL Capital Il Limited (“LXL 11"), LXL Capital Il Limited
(“LXL 111") and LXL Capital IV Limited (“LXL IV”) in
exchange for these subsidiaries under the reorganisation
of the Group in 2012.

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

B A FEFEKVB Kunlun New Zealand
Limited * KVB Kunlun Pty Ltd & E &
B (B8 AR ARIEEFEMNE
T {E 2L XL Capital Il Limited ([ LXL
[1]) + LXL Capital lll Limited ([ LXL
ll]) LXL Capital IV Limited ([ LXL
VD IREREBNR T ——FMHEH
i 3Z % E M A R T TRIAR 10 AY
HEZHEHZERE -



NOTES TO THE INTERIM FINANCIAL INFORMATION

20 SHARE OPTION SCHEME

On 19 August 2015, the Board of Directors of the Company
granted 40,000,000 share options to 95 individuals
(“Grantees”) for their subscription of new ordinary shares of
HK$0.01 each in the share capital of the Company.

These share options are exercisable at HK$0.95 per share,
with varying vesting period and validity from the date of grant.
35 out of 95 of the Grantees were granted share options
which are exercisable for a period of three years commencing
on the date of grant to 18 August 2018. 12 out of 95 of the
Grantees were granted share options which are exercisable
for a period of three years commencing on the date falling on
the first anniversary of the date of grant to 18 August 2019,
with a vesting period of one year from the date of grant.
The remaining 48 Grantees were granted options which are
exercisable for a period of two years commencing on the
date falling on the second anniversary of the date of grant to
18 August 2019, with a vesting period of two years from the
date of grant. Among the 40,000,000 share options granted,
12,200,000 share options were granted to the directors and
chief executives of the Company.

The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

w3 S 25 R M

20 fEiRAERTE

RZZE—RAFENA+TNA  KARIESE
m195% A ([ ##H A ) 2 H40,000,00013
FERHE - HESERBAATKRATSRE
{H0.01& TRy 3T & 3@A% -

ZE BRI IREIRARH0.958 T B
FLAITIE - BIRE BTN REESERE
WEAA Bl - 958 R A P HI358 X A
EEFIRBEBHEE=Z2— \FN
A+/\B 1t =F BB RTTE 2 BIRHEE -
BEZERAFTNI2HER AR T AR
R BHE—AFERRBE_F—NF
NATNBIE=FZHBERNITE ZBR
¥ FEEARKLBERBRT —F 8T
A8 B R NER TR AR B BB TR A
FERRBE-_ZFT—NAFNA+NBLEWF
ZEARIATTE 2 EARE - BB EABRE T
B HAREET AN EF o B #X H #Y40,000,00015 i
RiES RAREEREETHABER
12,200,0001% B % 42 -

AREBE W AR REEREARSIEO K
MEEERRE -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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20 SHARE OPTION SCHEME (continued) 20 BBRESTE(E)
Movements in the number of share options outstanding are as MARITEERESE ST
follows:
Outstanding Outstanding
asat 31 Granted Forfeited  Exercised As at 30
Date of December during during during June Exercise Exercise
Grantee grant 2017  theperiod  theperiod  the period 2018 price period
R=B-tf R=B-N§
=B=t-8 ~A=TH
EEA BB HATE  REARE REARRK REAGTE  HAGE i i
HKS
BT
Liu Stefan 19 August 2015 8,300,000 - - - 8,300,000 0.95 19 August 2015 to 18 August 2018
e —Z-1% “E-RENATARE
NATHE ZE-\ENATNB
Huang Songyuan 19 August 2015 3,500,000 = = - 3,500,000 0.9 19 August 2015 to 18 August 2018
BER “Z-RE “E-RENATAAE
JAV:E wib=! Z2-\ENATNB
Wong Yiu Kit Ernest 19 August 2015 250,000 = = = 250,000 09 19 August 2017 to 18 August 2018
Rk “T-RE “E-tENATAAZ
JAV:E wib=! ZE-\ENATNB
Stephen Gregory McCoy 19 August 2015 1,000,000 - - - 1,000,000 095 19 August 2015 to 18 August 2018
-2 gk “E-RENATAAEZ
NAThE ZE-\ENATNB
Zhao Guixin 19 August 2015 300,000 - - - 300,000 095 19 August 2015 to 18 August 2018
sfid —Z-1% “E-RENATARE
NATHE Z2-\ENATNB
Corenlis Jacobus Keyser 19 August 2015 300,000 - - - 300,000 095 19 August 2015 to 18 August 2018
-2 gk “E-RENATAAE
NAThE Z2-\ENATNB
Lin Wenhui 19 August 2015 300,000 - - - 300,000 095 19 August 2015 to 18 August 2018
I ZT-RF “E-RENATAAE
NAThE ZE-\ENATNB
Employees of group companies 19 August 2015 14,050,000 - (150,000) - 13,900,000 095 19 August 2015 to 18 August 2018
NG —Z-1% “E-TENATARE
NAThE Z2-\ENATNB
Employees of group companies 19 August 2015 1,000,000 = = - 1,000,000 09 19 August 2016 to 18 August 2019
SENAES —Z-1% ZE-ENATARE
NATHE ZE-NENATAB
Employees of group companies 19 August 2015 3,750,000 = (200,000) - 3,550,000 09 19 August 2017 to 18 August 2019
£BRAEE ZT-RF “E-tENATAAE
NAThE ZE-NENATAB
Consultants 19 August 2015 400,000 - - - 400,000 0.95 19 August 2016 to 18 August 2019
B —Z-1% ZE-ENATARE
NAThE ZE-NENATAB
Consultants 19 August 2015 500,000 - (100,000) - 400,000 09 19 August 2017 to 18 August 2019
BR ZT-RF “E-tENATAAZ
NATHE ZE-NENATAB
33,650,000 - (450,000) - 33,200,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

20 SHARE OPTION SCHEME (continued)

The Binomial Option Pricing Model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are based
on the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.
Details of the share options granted on 19 August 2015 was as
follows:

Weighted average share option price at the grant date:
A B ERR e T B AR (B A%

Risk free interest rate:

2 | o M| K

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHARR B

Expected exercise multiple:

EHITE R

The measurement date of the share options was 19 August
2015, being the date of grant of the share options. The
expected dividend yield is determined with reference to
historical dividend payment history of comparable listed
companies up to the measurement date. The expected
volatility of share price is determined with reference to
annualised historical weekly volatility of comparable listed
companies’ share prices as of the valuation date, as extracted
from Bloomberg.

No share option expenses were recognised in the
consolidated statement of comprehensive income during the
current period.

On 29 December 2016, the Board of Directors of the
Company granted 40,000,000 share options to 95 individuals
(“Grantees”) for their subscription of new ordinary shares of
HK$0.01 each in the share capital of the Company.

w3 S 25 R M

20 WBRESTE (E)

ZIE R HARE E B AR RN LA G T R A
MARE - sTEBRIEARBEMANEE
RBREDERESNREMET - BIREE
B L EBEBROEETRMEL - R
—E-RAFNATNBEREERENFF
BT

HK$0.3133

0.3133% 7T

0.821%

0.821%

59.08%

59.08%

1.63%

1.63%

Directors: 2.8x exercise price
BEF: {TEE28E
Others: 2.2x exercise price

Hith - 1T{EE2.2F

BRENTGEEHAR-_ZE—RFN\ATAI
B BIREEREN B - EHREERT)
SER R AR EEFEHHNB
ERBNIREEMEE - REMNTEHIKIE
2ERBACENABELBR LT ARTERE
HE AN FECEESREKEmMERE -

ANEAER ARG 2 W e R I EEREI B
MRIEF -

RZE—NRE+_A=_+AA XA
AIZEEERBEALT(EZRAD EH
40,000,000 f& A - S RBEARAQF]
F% 7K A & A% T {E0.01786 JT B9 3 & B A% o
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20 SHARE OPTION SCHEME (continued)

These share options are exercisable at HK$0.592 per share,
with varying vesting period and validity from the date of grant.
37 out of 95 of the Grantees were granted share options which
are exercisable for a period of three years commencing on
the date of grant to 28 December 2019. 9 out of 95 of the
Grantees were granted share options which are exercisable
for a period of three years commencing on the date falling
on the first anniversary of the date of grant to 28 December
2020, with a vesting period of one year from the date of grant.
The remaining 49 Grantees were granted options which are
exercisable for a period of two years commencing on the date
falling on the second anniversary of the date of grant to 28
December 2020, with a vesting period of two years from the
date of grant. Among the 40,000,000 share options granted,
11,750,000 share options were granted to the directors and
chief executives of the Company.

The Group has no legal or constructive obligation to
repurchase or settle the options in cash.
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7% 5 B I v A 2 B AR AR 19 0.592/8 TTHY (&
BFATTE - BREASEFTEBH N
BHEAF R - O5RER AP HS7TRERA
ERTANRKREBHEAE_—_T—NF
T AT N\BRIE=FZHERNITRZ
FEAHE - bR ER AT HIZER AR
TARKREEH - BFERRAE_F
—TEFE+ At NABRIE=FZHM
RITEZ BE - BB AHRRE BHE
FT—F - SR T 49RBRABER TRIREH
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NOTES TO THE INTERIM FINANCIAL INFORMATION
w3 S 25 R M

20 SHARE OPTION SCHEME (continued) 20 MBRRAESTEI(E)
Movements in the number of share options outstanding are as MARTTERRERESE S 0
follows:
Outstanding
as at Granted Forfeited ~ Exercised  Outstanding
Date of 31 December during during during  as at 30 June Exercise Exercise
Grantee grant 2017 theperiod  theperiod the period 2018 price period
RZB-tE RZF-NE
+=8 AB
=t-§ WEA WA RER ZtR _
ERA RiLEH HATE B HEl g HAGE fikE fitiE ]
HK$
BT
Liu Stefan 29 December 2016 8,000,000 - - - 8,000,000 0592 29 December 2016 to 28 December 2019
Bz Z3F “EET-AZtARE
L ZE-WETZRZTNR
Huang Songyuan 29 December 2016 3,050,000 - - - 3,050,000 0592 29 December 2016 to 28 December 2019
EER Z31F “E-Et-AZtARE
L ZF-WETZRAZTNE
Wong Yiu Kit Emest 29 December 2016 250,000 - - - 250,000 0592 29 December 2018 to 28 December 2019
BRA ZZE “2-\Ft-A=thBZE
L ZE-WETZRZTNE
Stephen Gregory McCoy 29 December 2016 1,000,000 - - - 1,000,000 0592 29 December 2016 to 28 December 2019
Z3-7F 2 ETZAZThRE
L E-NETZRZTAR
Zhao Guixin 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
HEE Z31F “E-Et-AZtARE
+tZR=t1H ZE-NETZRAZTAR
Corenlis Jacobus Keyser 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
ZE-nE “E-RNET-AZthRE
tZR=t1H ZE-NETZRZTAR
Lin Wenhui 29 December 2016 300,000 - - - 300,000 0592 29 December 2016 to 28 December 2019
e Z31F “E-RNET-A-thRE
tZR=+hH E-NETZRZTAR
Employees of group companies 29 December 2016 16,450,000 - (100,000) - 16,350,000 0592 29 December 2016 to 28 December 2019
NS Z3-1F “E-RET-A-thRE
tZR=ThH ZE-NETZRZTAR
Employees of group companies 29 December 2016 900,000 - - - 900,000 0592 29 December 2017 to 28 December 2020
E@ATIES Z3-1F “E—tE+-A-tHRE
T=A=11H “2-REt-A- AR
Employees of group companies 29 December 2016 6,700,000 - (950,000) - 5750000 0592 29 December 2018 to 28 December 2020
E@ATIES Z31F “E-\5t-A-thRE
tZR=ThH ZECRETCACTAR
Consultants 29 December 2016 450,000 - - - 450,000 0592 29 December 2017 to 28 December 2020
B Z31F “E—tE+-A-tHRE
T=A=t1H “2-REL-A- AR
Consultants 29 December 2016 200,000 - (100,000) - 100,000 0592 29 December 2018 to 28 December 2020
B Z31F “E-\Et-A-thRE
tZR=ThH ZECRETCACTAR
37,900,000 - (1,150,000) - 36,750,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

o 3 S 25 R M

20 SHARE OPTION SCHEME (continued)

The Binomial Option Pricing Model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are based
on the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.
Details of the share options granted on 29 December 2016
was as follows:

Weighted average share option price at the grant date:
A B ERR e T B AR (B A%

Risk free interest rate:

2 | o M| K

Expected volatility:

TEERR 18 -

Expected dividend yield:

TEHARR B

Expected exercise multiple:

EHITE R

The measurement date of the share options was 29 December
2016, being the date of grant of the share options. The
expected dividend yield is determined with reference to
historical dividend payment history of comparable listed
companies up to the measurement date. The expected
volatility of share price is determined with reference to
annualised historical weekly volatility of comparable listed
companies’ share prices as of the valuation date, as extracted
from Bloomberg.

A total of HK$216,000 share option expenses were recognised
in the consolidated statement of comprehensive income
during the current period.

On 22 March 2018, the Board of Directors of the Company
granted 40,000,000 share options to 82 individuals
(“Grantees”) for their subscription of new ordinary shares of
HK$0.01 each in the share capital of the Company.

KVB KUNLUN FINANCIAL GROUP LIMITED 2 i [ [ 4 Bl 4 [ A7 FR A =

20 WBRESTE (E)

— 1A B T B AR S BR A DA (i 51 BB A e
PR E o SHEREARHED £ R AR E B
BRI ENE N REL T o BIEE
Tﬁﬁfﬁﬁbiéﬁﬂ?”“ """"" %{THﬁﬁ“ft ° R
HEFIBT

HK$0.2385

0.2385/ 7T

1.443%

1.443%

70.97%

70.97%

0%

0%

Directors: 2.8x exercise price
BEF: {TEE28E
Others: 2.2x exercise price

Hith - 1T{EE2.2F

BRENGERHA/A T —RFT_-A
—t+NB - BREERES B - TEEAX
BRGZENELB LT AREEFNER
HIE B AR BN GRS MERE - RENTE
HRE2EHEaZENAIELR TR
RN EEE G BN FEICATESE
IR R T & FE

REARI AR A 2 T U 2k 3R FE R A B AR A 7
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NOTES TO THE INTERIM FINANCIAL INFORMATION

20 SHARE OPTION SCHEME (continued)

These share options are exercisable at HK$0.495 per share,
with varying vesting period and validity from the date of grant.
37 out of 82 of the Grantees were granted share options
which are exercisable for a period of three years commencing
on the date of grant to 21 March 2021. 11 out of 82 of the
Grantees were granted share options which are exercisable
for a period of three years commencing on the date falling
on the first anniversary of the date of grant to 21 March 2022,
with a vesting period of one year from the date of grant.
The remaining 34 Grantees were granted options which are
exercisable for a period of two years commencing on the
date falling on the second anniversary of the date of grant to
21 March 2022, with a vesting period of two years from the
date of grant. Among the 40,000,000 share options granted,
12,200,000 share options were granted to the directors and
chief executives of the Company.

The Group has no legal or constructive obligation to
repurchase or settle the options in cash.

w3 S 25 R M

20 WBRESTE (E)

ZE WA A IR SRR AR (D 0.4958 TR (B
WFLAITE - BT BB NEBE R
BREAG R - 82F R AR HIS7TBIER A
EETFAREHBSETE S ——F=
A=—+—BAIE=FZHRAITEZ B
1 o 2R ERAT B ERAEER T
REEBP—BFERRFAET=_=F
—A-+—BAL=FZHMRITEZE
feAE - BEHARR L AR —F - &
T34E R NER TR A B MBS
EHENE_E-_—F=A=-t+—HAI
M 2 B R TE 2 fER i - SREB iR A
& B B ET R 4F - B 1% #940,000,000
HERES  ARRESREEZETRAE
JEFZ12,200,00017 & A% #E -

AEE A FKIET R EARSER K
M IEARE -
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20 SHARE OPTION SCHEME (continued) 20 MBRRAESTEI(E)
Movements in the number of share options outstanding are as HARITEREIERES e &8~ .
follows:
Outstanding
as at Granted Forfeited  Exercised  Outstanding
Date of 31 December during during during  as at 30 June Exercise Exercise
Grantee grant 2017 theperiod  theperiod  the period 2018 price period
RZB-tf RZZ-NE
+=8 AB
=t-A &R RER RER =1A
ERA RiLEH HATE Rt RN e HROE ke TRHE
HKS
AL
Liu Stefan 22 March 2018 - 10,000,000 - - 10,000,000 0.49% 22 March 2018 to 21 March 2021
Eliie 2-)\%F “2-\E=A-tzHE
=R=+zH ZET-E=Azt1-H
Huang Songyuan 22 March 2018 - 3,800,000 - - 3,800,000 049 22 March 2018 to 21 March 2021
B8R ZT-)\E “E-\E=RZtZRZ
ZA=tzA ZET-F=F=1-A
Wong Yiu Kit Emest 22 March 2018 - 1,550,000 - - 1,550,000 049 22 March 2018 to 21 March 2021
B —3-)\E “E-\f£ZB-1-RE
=A=tzA ZR-FZA>t-R
Stephen Gregory McCoy 22 March 2018 - 1,000,000 - - 1,000,000 049 22 March 2018 to 21 March 2021
“E-)\% ZZ-\fZA=TZRZE
=R=+zH ZET-E=Azt1-H
Zhao Guixin 22 March 2018 - 400,000 - - 400,000 049 22 March 2018 to 21 March 2021
HEE 3\ Z3-\f=f=t=HE
ZA=tzA ZZT-F=F=1-A
Corenlis Jacobus Keyser 22 March 2018 - 400,000 - - 400,000 049 22 March 2018 to 21 March 2021
ZZ)\E Z5-\¥=R-tZRZ
=A-1ZH “3--%=f-1-H
Lin Wenhui 22 March 2018 - 400,000 - - 400,000 0.49% 22 March 2018 1o 21 March 2021
R ZF-\% Z5-\¥=f=fZRZ
=R=tzH ZET-£=f-1-A
Employees of group companies 22 March 2018 - 13,600,000 (50,000) - 13,550,000 0.49% 22 March 2018 to 21 March 2021
NG ZF-\% Z3-\§=R=fZRZ
A=tzA Z3T-F-f1-H
Employees of group companies 22 March 2018 - 1,900,000 - - 1,900,000 049 22 March 2019 to 21 March 2022
SERAES ZE-)\% “E-N¥=R-TZRZ
ZA=tzA i Stk 3 by
Employees of group companies 22 March 2018 - 6,150,000 (500,000) - 5,650,000 049 22 March 2020 to 21 March 2022
SERAES ZF-\% S < =
=A=tzR i Sy e
Consultants 22 March 2018 - 800,000 (250,000) - 550,000 0.49% 22 March 2019 to 21 March 2022
B ZE)\E ZZ-NEZRZ1ZRE
ZA=tzA S e
- 40,000,000 (800,000) - 39,200,000
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NOTES TO THE INTERIM FINANCIAL INFORMATION

20 SHARE OPTION SCHEME (continued)

The Binomial Option Pricing Model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are based
on the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.
Details of the share options granted on 22 March 2018 was as
follows:

Weighted average share option price at the grant date:
X B ER I S BB AR (B A%

Risk free interest rate:

R e R &

Expected volatility:

TR AR

Expected dividend yield:

FREAAR B X -

Expected exercise multiple:

TAHATTE IR &

The measurement date of the share options was 22 March
2018, being the date of grant of the share options. The
expected dividend yield is determined with reference to
historical dividend payment history of comparable listed
companies up to the measurement date. The expected
volatility of share price is determined with reference to
annualised historical weekly volatility of comparable listed
companies’ share prices as of the valuation date, as extracted
from Bloomberg.

A total of HK$6,026,000 share option expenses were
recognised in the consolidated statement of comprehensive
income during the current period.

20

w3 S 25 R M

RSB ()

— 1A B T B AR S BR A DA (i 51 BB A e
WARE - s EREREA A EMARNER
MEBERIIERESNREM - BREE
ERER LT BRINEHTRMEL - 1
—E-)\F=ZA T - ARENBRED
BT

HK$0.1814

0.18147 7T

1.672%

1.672%

56.40%

56.40%

0%

0%

Directors: 2.8x exercise price
BF: {TEE28ME
Others: 2.2x exercise price
Hith - 1T E2.215

BRENAERHS -_FT—NF=A
— =8 ARhERES B - TEH
BRDNBEAELBR LT AREEFEH
BB ER SRS METE - RERTE
HRE2EHRaZEmA AR EmA
AN EE =G BN FEICAESE
R g T & 5E

REARI AR A 2 T U 2k 3R A s Y B S A 3
X & # 56,026,000 7T °
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21 RELATED PARTY TRANSACTIONS

21

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operating decisions. Parties are also considered to be
related if they are subject to common control.

For the outstanding balance due from or to related parties, net
amount is presented when the Group has a legally enforceable
right to set off the recognised amounts, and intends to settle on

a net basis.

In addition to the transactions set out in the interim financial
information, the Group had the following material transactions
and balances with related parties during the period.

BEE RS

i — T BRE ) BRI IES = — T &
Eﬂ“&”«%)&ﬁiﬂh TEEEATE
71 BB R R - 7 ZHARIESIE
TN A R o

LAY K BN RRESE T RS B AR =
EREEAEAIZRHIEEC RS -
WEHIZF ARG E R 25 S BFE -

BRERFPHMBER ZRZHIN - AEER
BN T B T EAR B Rk

Unaudited
RBER
Six months ended 30 June

BEAA=THILAEA

2018 2017
—B-N\F —
Notes HK$’000 HK$'000
Bzt THET FHET
Transactions RS
Management fee expense for the provision FA TR R X R E % R
of financial system which include the FERBELEERE
provision of enterprise resources planning BERATENERBRY
system support to:
— the then immediate holding company —EREEERA A (i) 347 331
Amount paid for the provision of software MATA TS‘ZH%ET B
development and maintenance services, EIE T EWQ EEIERET
IT infrastructure project management and EEBEEEE N GERE
maintenance services and IT risk assessment &ﬁ%ﬂﬂ&ﬂ& Sl AR %
services to: H)FIE
— an other related party —H AR (ii) 16,296 13,476
Referral fee paid for introducing and referring ~ mIA MR ARSI AN B R E N
prospective clients to the Group: BERE %ZFEIE’U@ﬂ\
— an other related party .
—H Bk (iii) - 1,740
Amount paid for the provision of software MA T A B TRt
maintenance, upgrade and support BHEE - AR
services from: FERRBHIFRIE -
— an other related party —H AR A (iv) 354 353
Amount received for the sharing R BA T2 B W B 2 R
of the offices to: NEHFA :
— other related parties — H fh BHsE 75 (v) 555 1,611
Amount paid for the sharing RLA TR 8] S A5 £ F 9
of the offices to: NERFA :
— other related parties —H AR (v) 1,484 -

B e

ﬂ KVB KUNLUN FINANCIAL GROUP LIMITED
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NOTES TO THE INTERIM FINANCIAL INFORMATION

21 RELATED PARTY TRANSACTIONS (continued)

w3 S 25 R M

21 BEBAXRB (&)

Unaudited
RBER
Six months ended 30 June
BEAA=+HLEKEAR

2018 2017
—EB-N\F —T—+tF
Notes HK$’000 HK$'000
M FEx FHET
Cash dealing income/(loss) M T A RRHIRE R 5 R UWEL
for the provision of cash dealing MR HHA/ (EE) :
services:
— other related parties —HEEE (vi) 3,259 (16)
Unaudited Audited
KRB KBz
30June 31 December
2018 2017
—E-N\EF —T—+tF
AA=t+H +tZRA=+—H
Notes HK$’000 HK$'000
Mt et FET T
Outstanding balances REBEH
Due from related parties: JE Wt B Bk T FROE
— Tianjin Precious Metal Exchange —-RKREESBRSM (vii) 593 4,582
Notes: P
()  Management fee expenses are charged for the provision of () BEBRIZIMREEVBRS 24 a%F

(i)

(iii)

(iv)

financial system which include the provision of enterprise
resources planning system support with reference to the costs
incurred.

Amounts are paid for provision of software development and
maintenance services, IT infrastructure project management and
maintenance services and IT risk assessment services.

Referral fee paid for introducing and referring prospective clients
to the Group in accordance with the fee agreement.

Amounts are paid for the provision of software maintenance,
upgrade and support services based on the terms on agreement
signed between parties.

(if)

(iii)

(iv)

TEEREERGIESEELNERM
kR ©

IR F 2 R RTS - AR E
I8 B B K M RS S B AR A B AT
flr BR 755 T S (S B9 5ROR ©

RBFBEHZRN B RENES T AKE
sz [ EN & o

IR M T AR R SR AR IS T S AN
B RIRTIARIR AT K0 & T3 PR AT 2 g i 8

.
E °
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o 3 S 25 R M

21 RELATED PARTY TRANSACTIONS (continued)

(v) Amounts are received and paid for the sharing of the offices

based on the agreements signed between parties.

(vi) Cash dealing income is recognised when cash dealing
transactions have been completed by market makers with

reference to prevailing exchange rate.

(vii) Deposits placed are unsecured and non-interest bearing.

22 COMMITMENTS AND CONTINGENCIES

Operating lease commitments

The Group leases offices under non-cancellable operating
lease commitments existing at the end of each of the
respective periods. Leases were negotiated for an average

term of 3 to 6 years.

The Group is required to give six months’ notice for termination

of these leases.

21

22

BBAERS (&)

(v) REBFTNZIDEFTZHHAARIZNE
W Ko B~ FRIE o

V) BERSBARTEERERRE R HE
SERITERER -

(vii) FIFRZ2ERREERELE -

ARRIAEIR
HEHEERE

AN BIRE RS HARR B A B 7] B A&
SHEAEHRERAE - HEZFH3E
BEERER ©

AREBAFEHNEA BT AL IEZER

30 June 31 December
2018 2017
—E-N\F —E—+F
ANB=+H +—A=1+—H
HK$’000 HK$'000
FERT FHET
Within one year —FN 14,802 10,826
One to five years —ERF 29,720 8,357
44,522 19,183
23 APPROVAL OF INTERIM FINANCIAL INFORMATION 23 #t/ERHIBMEER

The interim financial information was approved and authorised

for issue by the Board on 16 August 2018.

ﬂ KVB KUNLUN FINANCIAL GROUP LIMITED
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(Incorporated in the Cayman Islands with limited liability )
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