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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no 

responsibility for the contents of this announcement, make no representation as to its accuracy or 

completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in 

reliance upon the whole or any part of the contents of this announcement. 
 

 
 

INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2018 
 
 

RESULTS                                                                                            

 

The board of directors (the “Board”) of Shenwan Hongyuan (H.K.) Limited (the “Company”) are pleased to 

announce the unaudited condensed consolidated results of the Company and its subsidiaries (the “Group”) 

for the six months ended 30 June 2018 together with comparative figures for the corresponding period of last 

year. 

 

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS 
 

  For the six months ended 30 June 
 2018 2017 
  (Unaudited) (Unaudited) 
 Notes HK$’000 HK$’000 
    
 

REVENUE 3 284,715 257,322 
Other gains, net 3 5,505 4,877 
 
Commission expenses  (58,909)  (54,106)  
Employee benefit expenses  (96,620) (93,446)  
Depreciation  (4,066)  (3,394)  
Interest expenses  (9,886) (3,016)  
Other expenses, net  (62,492)  (59,555)    ____________ ____________ 
 

PROFIT BEFORE TAXATION  58,247 48,682 
 

Income tax 4 (5,858)  (3,549)    ____________ ____________ 
 

PROFIT FOR THE PERIOD  52,389 45,133   ____________ ____________   ____________ ____________ 
 

Attributable to: 
 Ordinary equity holders of the Company  52,390 45,159 
 Non-controlling interests  (1)  (26)    ____________ ____________ 
 

   52,389 45,133   ____________ ____________   ____________ ____________
 

 
EARNINGS PER SHARE ATTRIBUTABLE TO  
 ORDINARY EQUITY HOLDERS OF THE COMPANY                                                              
        (BASIC AND DILUTED) 5 6.58 cents 5.67 cents   ____________ ____________   ____________ ____________ 

 
Details of the proposed dividend (if any) for the period are disclosed in note 6 to the financial statements. 
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

 
  For the six months ended 30 June 
 2018 2017 
  (Unaudited) (Unaudited) 
  HK$’000 HK$’000 
    
 
PROFIT  52,389 45,133   _________ _________   _________ _________ 

    

 
OTHER COMPREHENSIVE INCOME: 

Items that may be reclassified to profit or loss in subsequent  
periods: 

Release of exchange differences upon deemed 
    disposal of a subsidiary  - 522   _________ _________ 

 

OTHER COMPREHENSIVE INCOME, NET OF TAX  - 522   _________ _________ 
 

TOTAL COMPREHENSIVE INCOME  52,389 45,655   _________ _________   _________ _________ 
 

Attributable to: 
 Ordinary equity holders of the Company  52,390 45,681 
 Non-controlling interests  (1) (26)    _________ _________ 
 

   52,389 45,655   _________ _________   _________ _________ 
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
  
 As at As at 
             30 June      31 December 
 2018 2017 
  (Unaudited) (Audited) 
 Notes HK$’000 HK$’000 
 
NON-CURRENT ASSETS 
Property, plant and equipment  13,322 17,136 
Stock and Futures Exchange trading rights  4,212 4,212 
Other assets  40,868 31,226 
Deferred tax assets  4,683 4,641   _________ _________ 
 

Total non-current assets  63,085 57,215   _________ _________ 

 
CURRENT ASSETS 
Investments at fair value through profit or loss  139,922 148,778 
Account receivables  7 747,878 679,284 
Loans and advances  2,214,425 2,290,889 
Prepayments, deposits and other receivables  31,712 25,753 
Tax recoverable  2,530 12,041 
Bank balances held on behalf of clients  4,609,366 4,064,887 
Cash and bank balances  304,861 407,457   _________ _________ 
 

Total current assets  8,050,694 7,629,089   _________ _________ 

 
CURRENT LIABILITIES 
Account payables 8 5,239,485 4,588,066 
Other payables and accruals  84,535  86,087 
Interest-bearing bank borrowings  612,000  845,000 
Tax payable  8,454 2,467   _________ _________ 
 

Total current liabilities  5,944,474 5,521,620   _________ _________ 

 
NET CURRENT ASSETS  2,106,220 2,107,469   _________ _________ 
 

TOTAL ASSETS LESS CURRENT LIABILITIES  2,169,305 2,164,684   _________ _________  
 
NON-CURRENT LIABILITY  
Deferred tax liability  1,161 1,161   _________ _________  
 
NET ASSETS  2,168,144 2,163,523   _________ _________   _________ _________ 

 
EQUITY 
Equity attributable to ordinary equity holders of the Company 

Share capital  1,200,457 1,200,457 
Other reserves    965,059 960,437   _________ _________ 

 

  2,165,516 2,160,894 
Non-controlling interests  2,628 2,629   _________ _________ 
 

TOTAL EQUITY  2,168,144 2,163,523   _________ _________   _________ _________ 
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

 

1. GENERAL INFORMATION AND PRINCIPAL ACCOUNTING POLICIES 

 

GENERAL INFORMATION 

 

 These unaudited interim condensed consolidated financial statements have been prepared in 

accordance with the applicable disclosure requirements of Appendix 16 of the Rules Governing the 

Listing of Securities on The Stock Exchange of Hong Kong Limited and are in compliance with the 

Hong Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong 

Kong Institute of Certified Public Accountants (“the HKICPA”).  

 

The financial information relating to the year ended 31 December 2017 that is included in this 

interim result announcement as comparative information does not constitute the Company’s 

statutory annual consolidated financial statements for that year but is derived from those 

consolidated financial statements. Further information relating to these statutory financial statements 

required to be disclosed in accordance with section 436 of the Hong Kong Companies Ordinance is 

as follows:  

 

The Company has delivered the financial statements for the year ended 31 December 2017 to the 

Registrar of Companies as required by section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong 

Companies Ordinance.  

 

The Company’s auditor has reported on those financial statements for the year ended 31 December 

2017. The auditor’s report was unqualified; did not include a reference to any matters to which the 

auditor drew attention by way of emphasis without qualifying its report; and did not contain a 

statement under sections 406(2), 407(2) or (3) of the Hong Kong Companies Ordinance. 

  

PRINCIPAL ACCOUNTING POLICIES 
 

  The accounting policies and methods of computation adopted in the preparation of these unaudited 

interim condensed consolidated financial statements are the same as those used in the annual 

financial statements for the year ended 31 December 2017, except that in the current period, the 

Group has adopted certain revised Hong Kong Financial Reporting Standards (“HKFRSs”) and 

interpretation as detailed below.  

  

(a) Adoption of HKFRS 9 

 

The Group has initially adopted HKFRS 9 from 1 January 2018. A number of other new 

standards are effective from 1 January 2018 but they do not have a material effect on the 

Group’s financial statements. 

 

The adoption of HKFRS 9 resulted in the following changes to the Group’s accounting policies: 

 

Financial assets 

 

The Group classifies its financial assets as subsequently measured at either amortised cost or fair 

value depending on the Group’s business model for managing the financial assets and the 

contractual cash flow characteristics of the financial assets. 
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1. GENERAL INFORMATION AND PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 

 

PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 

 

(a) Adoption of HKFRS 9 (Continued) 

 

Financial assets (Continued) 

 

A financial asset is measured at amortised cost only if both of the following conditions are met: 

 

– it is held within a business model whose objective is to hold assets in order to collect 

contractual cash flows; and  

 

– the contractual terms of the financial asset represent contractual cash flows that are solely 

payments of principal and interest. 

 

Financial liabilities 

 

Financial liabilities continue to be measured at either amortised cost or fair value through profit 

or loss (“FVTPL”). The criteria for designating a financial liability at FVTPL by applying the 

fair value option remains unchanged. 

 

Changes in the fair value of financial liabilities designated at FVTPL, that are attributable to 

changes in the instrument’s credit risk, are now presented in other comprehensive income.  

 

Impairment 

 

The HKFRS 9 impairment requirements are based on an expected credit loss model, replacing 

the incurred loss methodology model under HKAS 39. Key changes in the Group’s accounting 

policy for impairment of financial assets are listed below. 

 

The Group applies simplified approach to measure expected credit losses (“ECL”) on account 

receivables and other financial assets accounted for at amortised cost; and general approach to 

measure ECL on time deposits accounted for at amortised cost. 

 

Under the simplified approach, the Group measures the loss allowance at an amount equal to 

lifetime ECL.  

 

Under the general approach, financial assets migrate through the following three stages based on 

the change in credit risk since initial recognition: 

 

Stage 1: 12-months ECL 

 

For exposures where there has not been a significant increase in credit risk since initial 

recognition and that are not credit-impaired upon origination, the portion of the lifetime ECL 

associated with the probability of default events occurring within the next 12 months is 

recognised.  

 

Stage 2: Lifetime ECL – not credit-impaired 

 

For exposures where there has been a significant increase in credit risk since initial recognition 

but are not credit-impaired, a lifetime ECL (i.e. reflecting the remaining lifetime of the financial 

asset) is recognised. 
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1. GENERAL INFORMATION AND PRINCIPAL ACCOUNTING POLICIES  (CONTINUED) 

 

PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 

 

(a) Adoption of HKFRS 9 (Continued) 

 

Impairment (Continued) 

 

Stage 3: Lifetime ECL – credit-impaired 

 

Exposures are assessed as credit-impaired when one or more events that have a detrimental 

impact on the estimated future cash flows of that asset have occurred. For exposures that have 

become credit-impaired, a lifetime ECL is recognised and interest revenue is calculated by 

applying the effective interest rate to the amortised cost (net of provision) rather than the gross 

carrying amount. 

 

At each reporting date, the Group assesses whether there has been a significant increase in credit 

risk for exposures since initial recognition by comparing the risk of default occurring over the 

expected life between the reporting date and the date of initial recognition. The Group considers 

reasonable and supportable information that is relevant and available without undue cost or 

effort for this purpose. This includes quantitative and qualitative information and also, forward-

looking analysis.  

 

The Group assesses whether the credit risk on an exposure has increased significantly on an 

individual or collective basis. For the purposes of a collective evaluation of impairment, 

financial instruments are grouped on the basis of shared credit risk characteristics, taking into 

account instrument type, remaining term to maturity and other relevant factors. 

 

The amount of ECL is measured as the probability-weighted present value of all cash shortfalls 

over the expected life of the financial asset discounted at its original effective interest rate. The 

cash shortfall is the difference between all contractual cash flows that are due to the Group and 

all the cash flows that the Group expects to receive. The amount of the loss is recognised using a 

provision for doubtful debts account.  

 

If, in a subsequent period, credit quality improves and reverses any previously assessed 

significant increase in credit risk since origination, then the provision for doubtful debts reverts 

from lifetime ECL to 12-months ECL. 

 

Impact of the adoption of HKFRS 9 on the Group  

 

On 1 January 2018, the Group’s management has assessed which business models apply to the 

financial assets held by the Group at the date of initial application of HKFRS 9 (1 January 2018) 

and has classified its financial instruments into the appropriate HKFRS 9 categories.  
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1. GENERAL INFORMATION AND PRINCIPAL ACCOUNTING POLICIES  (CONTINUED) 

 

PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 

 

(a) Adoption of HKFRS 9 (Continued) 

 

Impact of the adoption of HKFRS 9 on the Group (Continued) 

   

Classification of financial assets and financial liabilities on the date of initial application of 

HKFRS 9 

 

The following table shows the original measurement categories in accordance with HKAS 39 

and the new measurement categories under HKFRS 9 for the Group’s financial assets and 

financial liabilities as at 1 January 2018. 

 

Financial assets  Original 

classification 

under HKAS 39 

New 

classification 

under HKFRS 9 

Original carrying 

amount under 

HKAS 39 

New carrying 

amount under 

HKFRS 9 

   HK$’000 HK$’000 

Other assets Amortised cost Amortised cost 31,226 31,226 

Investments at fair value through 

profit or loss 

FVTPL FVTPL (held for 

trading) 

148,778 148,778 

Account receivables due from cash 

clients 

Amortised cost FVTPL 216,836 216,836 

Other account receivables Amortised cost Amortised cost 462,448 462,448 

Loans and advances Amortised cost FVTPL 2,290,889 2,290,889 

Deposits and other receivables Amortised cost Amortised cost 19,150 19,150 

Bank balance held on behalf of 

clients 

Amortised cost Amortised cost 4,064,887 4,064,887 

Cash and bank balances Amortised cost Amortised cost 407,457 407,457 

Total financial assets   7,641,671 7,641,671 

 

Financial liabilities Original 

classification 

under HKAS 39 

New 

classification 

under HKFRS 9 

Original carrying 

amount under 

HKAS 39 

New carrying 

amount under 

HKFRS 9 

   HK$’000 HK$’000 

Accounts payables Amortised cost Amortised cost 4,588,066 4,588,066 

Other payables and accruals Amortised cost Amortised cost 81,670 81,670 

Interest-bearing bank borrowings Amortised cost Amortised cost 845,000 845,000 

Total financial liabilities   5,514,736 5,514,736 

 

 

For financial assets subject to ECL impairment, no material impairment loss was recognised at 

30 June 2018 given that most of financial instruments carried at amortised cost are either placed 

with banks with high credit rating or counterparties with strong background and settlement 

history. 

  



 
 

 

8 

1. GENERAL INFORMATION AND PRINCIPAL ACCOUNTING POLICIES  (CONTINUED) 

 

PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 

 

(a) Adoption of HKFRS 9 (Continued) 

 

Impact of the adoption of HKFRS 9 on the Group (Continued) 

 

Transition 

 

Changes in accounting policies resulting from the adoption of HKFRS 9 have been applied 

retrospectively, except as described below: 

 

- Information relating to comparative periods (including retained earnings and reserves as at 

1 January 2018) has not been restated as no material impairment loss was recognised at 30 

June 2018. Accordingly, the information presented for 2017 continues to be reported 

under HKAS 39 and thus may not be comparable with the current period. 

 

- The following assessment has been made on the basis of the facts and circumstances that 

existed at 1 January 2018 (the date of initial application of HKFRS 9 by the Group): 

 

-    the determination of the business model within which a financial asset is held. 
 

- If, at the date of initial application, the assessment of whether there has been a significant 

increase in credit risk since initial recognition would have involved undue cost or effort, a 

lifetime ECL has been recognised for that financial instrument. 

 

(b) The Group has adopted the following revised HKFRSs and interpretation issued by the 

HKICPA. However, the adoption of these revised HKFRSs and interpretation has had no 

material effect on these financial statements. 

 

HKFRS 15 Revenue from contracts with customers 

Amendments to HKAS 40 Investment property: Transfer of investment property 

HK(IFRIC) 22 Foreign currency transactions and advance 

consideration 

 

(c) The Group has not applied the following new and revised HKFRSs, that have been issued but 

are not yet effective, in these financial statements. 

 

Amendments to HKFRS 9 Prepayment Features with Negative Compensation
1

  

HKFRS 16 Leases
1

 

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatment
1

 

 
1 

Effective for annual periods beginning on or after 1 January 2019 
 

The Group is in the process of making an assessment of the impact of these new and revised 

HKFRSs upon initial application. So far, the Group considers that these new and revised 

HKFRSs are unlikely to have a significant impact on the Group’s financial statements. 
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2. OPERATING SEGMENT INFORMATION 

 

 The Group’s unaudited segment results are as follows: 
 
                                                          Corporate                Asset    Financing      
                                                   Brokerage        finance   management     and loans  Investment  

business      business           business       business       business      Others        Total 
                                                      HK$’000    HK$’000          HK$’000      HK$’000     HK$’000  HK$’000  HK$’000 
 Six months ended 
     30 June 2018 
 

 Segment revenue 
and other gains 
from external  
customers                      139,514 34,675 16,885 97,866 (4,225) 5,505 290,220     

 
 Segment results  

and profit/(loss)  17,500 2,342 396 37,654 (5,150) 5,505 58,247 
before tax                                

  
                                                                          Corporate             Asset       Financing   
                                                      Brokerage       finance  management       and loans     Investment 
                                                         business      business         business        business          business       Others       Total 
                                                        HK$’000    HK$’000       HK$’000       HK$’000        HK$’000    HK$000 HK$’000 
 
 Six months ended 
     30 June 2017 
 
 Segment revenue 

and other gains 
from external  
customers                    103,749         62,934             3,074           81,450             6,115        4,877      262,199       

 
 Segment results  

and profit/(loss)  
before tax                      2,888         10,562           (5,038)          31,178             4,215         4,877       48,682     
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3. REVENUE AND OTHER GAINS 

  

 An analysis of revenue and other gains are as follows: 

 
                                                                                           For the six months ended 30 June 
 2018 2017 

  (Unaudited) (Unaudited) 

  HK$’000 HK$’000 

 Revenue:  
 Brokerage business:  
 Commission on securities dealing   
  - Hong Kong securities 101,069 72,237
  - Other than Hong Kong securities 18,425 10,302 
 Commission on futures and options contracts dealing 10,956 9,774
 Handling fee income 3,666 5,874
 Research fee income and others 5,398 5,562   ________ ________ 

   139,514 103,749   ________ ________ 

 
 Corporate finance business:  
 Initial public offering, placing, underwriting and  
  sub-underwriting commission 14,472 49,456
 Financial advisory, compliance advisory, sponsorship 
  fee income and others 20,203 13,478   ________ ________ 

   34,675 62,934   ________ ________ 

 

 Asset management business:  
 Management fee and investment advisory fee income  16,143 3,074 
 Performance fee income 742 -   ________ ________ 

   16,885 3,074   ________ ________ 

 

 Financing and loans business:  
 Interest income from loans to cash clients and margin clients 68,651 57,998 
 Interest income from initial public offering loans 4,605 67 
 Interest income from banks and others 24,610 23,385   ________ ________ 

   97,866 81,450   ________ ________ 

 
 Investment business:  
 Net realised and unrealised gains/(losses) on financial assets:   
  - Listed investments (237)  (304) 
  - Unlisted investments (6,742) 3,662 
 Dividend income and interest income: 
  - Listed investments 99 272 
  - Unlisted investments 2,655 2,485   ________ ________ 

   (4,225) 6,115   ________ ________ 

   284,715 257,322   ________ ________   ________ ________ 

Other gains, net:  
 Exchange gains, net 5,505 4,877   ________ ________   ________ ________ 



 
 

 

11 

4. INCOME TAX 

 

 Hong Kong profits tax has been provided at the rate of 16.5% (2017: 16.5%) on the estimated 

assessable profits arising in Hong Kong during the period. Taxes on profits assessable elsewhere 

have been calculated at the rates of tax prevailing in the jurisdiction in which the Group operates. 

 
  For the six months ended 30 June 
 2018 2017 
  (Unaudited) (Unaudited) 
  HK$’000 HK$’000 
     
 Current tax – Hong Kong profits tax    
  Provision for the period 5,800 2,800 
  Underprovision in respect of prior period 15 -   ________ ________ 

    5,815 2,800 
 
 Current – Elsewhere 85 -
 Deferred (42) 749   ________ ________ 
  

 Total tax charge for the period 5,858 3,549   ________ ________   ________ ________ 

  

5. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE 

COMPANY 

  

Basic earnings per share is calculated by dividing the profit for the period attributable to ordinary 

equity holders of the Company by the weighted average number of ordinary shares in issue during 

the period. The Group had no potentially dilutive ordinary shares in issue during these periods. As at 

30 June 2018, the total number of the issued ordinary shares was 796,138,689 shares. 

 
 For the six months ended 30 June 

 2018 2017 
  (Unaudited) (Unaudited) 

Earnings 
  Profit for the period attributable to ordinary equity holders   
 of the Company (HK$’000)                                                                   52,390        45,159   

 
________ ________   ________ ________ 

 
Number of shares 

   Weighted average number of ordinary shares in issue                                                         
 (in thousands)                                                                                796,139       796,139 

  ________ ________   ________ ________   

                                                                                                                                                                                                                                                                                                    
Earnings per share, basic and diluted (HK cents per share)                                   6.58                    5.67   ________ ________   ________ ________ 
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6. DIVIDEND 

 
  For the six months ended 30 June 
 2018 2017 
  (Unaudited) (Unaudited) 
  HK$’000 HK$’000 
    
 Interim – Nil (2017: Nil) per ordinary share - -   ________ ________   ________ ________ 

 
7. ACCOUNT RECEIVABLES 

 As at As at 
 30 June 31 December 
 2018 2017 

 (Unaudited) (Audited) 
 HK$’000 HK$’000 
   
Account receivables arising from securities dealing:   

-  Cash Clients 448,837 216,836 
-  Brokers and dealers 130,182 107,018 
-  Clearing houses 149,106 338,763 

   
 728,125 662,617 
Account receivables arising from corporate finance, 

 advisory and other services:   

-  Corporate Clients 19,753 16,667 

 747,878 679,284 

     
 
 

There was no provision for impairment of account receivables at 30 June 2018 (2017: Nil). 

 
 Save for the credit period allowed by the Group, the account receivables from cash clients shall be 

due on the settlement dates of the respective securities and futures contract transactions. In view of 
the fact that the Group’s account receivables relate to a large number of diversified customers, there 
is no significant concentration of credit risk. Although the Group does not hold any collateral or 
other credit enhancements over its account receivables from cash clients, the Group is allowed to 
dispose of the securities deposited by the customers with the Group to settle any overdue amounts. 
Overdue account receivables from cash clients of HK$57,465,000 (31 December 2017: 
HK$54,171,000) bear interest at interest rates mainly with reference to Hong Kong dollar prime rate 
(31 December 2017: with reference to the Hong Kong dollar prime rate). 
 
An ageing analysis of account receivables from cash clients before provision for impairment based 
on the trade date is as follows: 
 As at As at 
 30 June 31 December 
 2018 2017 

 (Unaudited) (Audited) 
 HK$’000 HK$’000 

   
Within 1 month 415,770 192,507 
1 to 2 months 13,243 10,758 
2 to 3 months 1,484 5,334 

Over 3 months 18,340 8,237 
   
 448,837 216,836 
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7. ACCOUNT RECEIVABLES (Continued) 
 
 The ageing of account receivables from clearing houses, brokers and dealers are within one month. 
They represent (1) pending trades arising from business of dealing in securities, which are normally 
due within a few days after the trade date, (2) deposits at clearing house arising from the business of 
dealing in securities, futures and options contracts and (3) cash and deposits balances at brokers and 
dealers. The ageing of account receivables from corporate clients arising from corporate finance, 
advisory and other services are mostly within one month.  

 

8. ACCOUNT PAYABLES 

 As at As at 
 30 June 31 December 
 2018 2017 
 (Unaudited) (Audited) 
 HK$’000 HK$’000 
Account payables   

- Client 4,937,067 4,577,992 
- Brokers and dealers 13,462 5,728 
- Clearing houses 288,956 4,346 

   
 5,239,485 4,588,066 

     
 

 

All of the account payables are aged and due within one month or on demand. 
 

9. REVIEW OF ACCOUNTS 
 

The audit committee has reviewed the unaudited interim condensed consolidated financial 

statements for the six months ended 30 June 2018. 
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INTERIM DIVIDEND 

 

The board of directors (the “Board”) resolved not to declare the payment of an interim dividend for the six 

months ended 30 June 2018 (2017: Nil). 

 

MANAGEMENT DISCUSSION AND ANALYSIS  

 

Review of Market 

 

From Chinese Mainland’s macroeconomics perspective, despite a slowdown in macroeconomic growth in 

the first half of 2018, the PRC economy remained resilient, as depicted by those encouraging factors such as 

industrial enterprise profit, PMI and volume of power generation. Real estate investments and exports were 

still the key factors that underpinned economic tenacity in the first half year, and service industry still 

remained promising in its development. However, weakening financial data showed disparity from the 

resilient macroeconomic data in the first half year. Under the environment of tight credit and stable 

leveraging policy, an obvious decline was envisaged in financial data that was represented by total volume of 

new additional social financing. Coupled with the debt risks that had emerged for some enterprises, the 

above factors rendered the market to worry about whether the macroeconomy will stall in the second half 

year. 

 

From the global market’s environment perspective, there were new uncertainties in the first half of 2018. On 

one hand, trade protectionism measures initiated by U.S.A. posed uncertainties to the global trade 

environment.  While enjoying a global synchronous economic recovery in 2017, Europe, China and Japan 

benefited from increasing export activities, which however may be affected negatively under the emerging 

trade protectionism sentiment. On the other hand, fluctuation was still seen in the three markets, namely 

stock, debt and foreign exchange, in emerging markets due to a strong United States dollar, while U.S.A. 

outperformed the global economy to a certain extent.  

 

The Chinese Mainland capital market remained weak after the global market turmoil in February 2018. In 

particular, blue chip stocks with outstanding performance in 2017 experienced a relatively significant decline, 

while some small and medium growth stocks had relatively better performance. We believe that the above 

phenomenon was caused by two factors: firstly, the results of annual reports and quarterly reports of some 

overvalued white horse stocks fell below expectation, which triggered a sharp fall in stock prices; secondly, 

the valuation of GEM fell to its historical bottom in the beginning of 2018, while some small and medium 

caps with assured results outperformed the overvalued blue chip stocks in terms of price-performance ratio. 

 

After a significant surge in January 2018, the Hong Kong market tumbled significantly following the 

vigorous fluctuations in global stock markets in February. Subsequently, under the pressure of Sino-U.S. 

trade frictions and the slowdown in Chinese Mainland economic data, it entered into a wider range of 

fluctuation with significant drop by end June. From the segment performance perspective, the blue chip 

stocks represented by the banking segment headed up in January, while the pharmaceutical, education, 

consumption and other defense-type segments recorded better returns since the market fluctuation in 

February.  
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Review of Operations  

 

In the first half of 2018, the overall operation of the Group improved steadily with a turnover of HK$285 

million (the first half of 2017: HK$257 million), representing a year-on-year increase of 11%. The unaudited 

profit before tax increased by 20% to HK$58 million (the first half of 2017: HK$49 million). Revenue from 

brokerage business and financing and loans business recorded growth following the increase in market 

turnover. For the brokerage business, with the increase in market turnover, revenue from the brokerage 

business increased by approximately HK$35.77 million or 34% as compared with the same period last year. 

For the financing and loans business, the average margin balance in the first half of 2018 reached 

approximately HK$2.361 billion, achieved a revenue of HK$97.87 million, representing an increase of 

HK$16.42 million or 20% as compared with the same period last year. For the corporate finance business, in 

the first half of 2018, the number of lead underwriting, placing and financial advisory projects amounted to 1, 

6 and 5 respectively, of which the sole sponsor/lead underwriting projects included the successful 

completion of the listing of Hingtex Holdings Limited (1968). In the first half of 2018, revenue from the 

corporate finance business, revenue from the asset management business and loss from the investment 

business amounted to HK$34.68 million, HK$16.89 million and HK$4.23 million respectively, representing 

a decrease of approximately HK$28.26 million or 45%, an increase of approximately HK$13.81 million or 

449% and a decrease of approximately HK$10.34 million or 169% respectively as compared with the same 

period last year. 

 

The brokerage business of the Group focuses on the stock and futures markets in Hong Kong, as well as 

overseas stocks. In the first half of 2018, the Hong Kong Stock Exchange recorded an average daily turnover 

of HK$119.2 billion, representing an increase of 64% as compared with HK$72.5 billion in the 

corresponding period of 2017. The Group achieves a balanced development of its various businesses and 

proactively introduces clients to participate in overseas stock markets and global futures markets, thus 

reducing our reliance on a single market. In addition to expanding overseas stock markets and global futures 

markets, the Group continues to actively expand the Chinese Mainland market to increase the number of 

new accounts opened for Hong Kong stocks. For the period from January to June 2018, the Group had 

cooperated closely with the International Business Division of Shenwan Hongyuan Securities Co., Ltd to 

vigorously explore cross-border products, invested in overseas markets through QDII, satisfying the Chinese 

Mainland clients’ demand to invest in overseas. As of the end of June 2018, by using the QDII channel of 

Shenwan Hongyuan Securities Co., Ltd, the total fund size reached US$400 million, including the Chinese 

Mainland institutional and individual clients invested in overseas markets such as Hong Kong and U.S.A. 

 

In the first half of 2018, while the Hang Seng Index, Hang Seng China Enterprises Index, and the average 

daily turnover stabilized after a rise, changes were correspondingly seen in clients’ willingness to borrow. 

Under this circumstance, the Group has taken timely measures to meet clients’ demand for loans for the 

purpose of securing the growth in interest income. In addition, the Group succeeded in reaching agreements 

with a number of banks in reducing the interest rate of borrowed funds so as to lower interest expense. The 

average margin balance reached approximately HK$2.361 billion in the first half of 2018, representing an 

increase of 25% as compared with HK$1.891 billion in the same period last year. Interest income amounted 

to HK$97.87 million, representing an increase of 20% as compared with HK$81.45 million in the same 

period last year. 
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Review of Operations (Cont’d) 

 

The corporate finance business of the Group mainly comprises the sponsor, financial advisory and securities 

underwriting businesses, etc. The Group acted as the Sole Sponsor of Hingtex Holdings Limited (1968). The 

shares of which had already been successfully listed on the Main Board of Hong Kong Stock Exchange in 

July 2018. In the first half of 2018, the Group also provided various advisory services for a number of listed 

companies, including compliance advisory/independent financial advisory/financial advisory services for 

clients including CSSC Offshore & Marine Engineering (Group) Company Limited - H shares (317) and 

EGL Holdings Company Limited (6882). In addition, the Group has completed the placing for 6 companies 

including Hingtex Holdings Limited (1968), China Oriental Group Company Limited (581), Value 

Convergence Holdings Limited (821), SPT Energy Group Inc. (1251), Mansion International Holdings 

Limited (8456) and Madison Holdings Group Limited (8057). 

 

For the asset management business of the Group, the size of the total asset under management amounted to 

approximately HK$5.742 billion by the end of June 2018, and revenue from asset management business 

amounted to HK$16.89 million, representing a significant increase of 449% as compared with the same 

period last year. 

  

Our securities trading and brokerage businesses are professionally supported by a securities research team of 

the Group. With the support of our parent company, which is one of the leading securities companies in 

Chinese Mainland, the Group has become a research specialist in Chinese Mainland securities, covering 

macroeconomics, market strategy and analysis, as well as the key companies from Chinese Mainland under 

the Hong Kong-Shanghai Stock Connect and Shenzhen Stock Connect. During the first half of 2018, the 

securities research team of the Group published a total of over 1,500 research reports, providing incisive 

analysis of Hong Kong stocks, U.S. stocks (including ETFs), Shanghai-Shenzhen Stock Connect A shares, 

global bond funds and global commodity futures, etc. for clients. In the first half of 2018, we organised 7 

analysts to perform 94 roadshows in total in Hong Kong. 17 roadshows were held in Hong Kong, Taiwan, 

the United Kingdom, the United States, Singapore and other places by A-Share listed companies and Hong 

Kong listed companies. 

 

Prospects 

 

We are of the view that the following key variables will affect the trend of Hong Kong stock market in the 

second half of 2018. Firstly, whether the financial data represented by the growth rate of total social 

financing amount in Chinese Mainland will remain stable or not, so as to eliminate investors’ pessimistic 

expectation about future economic development. In the first half of 2018, although a number of industry 

leading cyclical enterprises had still recorded remarkable performance due to continuous supply-side 

reforms, their valuations showed significant decrease because of pessimistic economic outlook, as investors 

are concerned that sluggish demand will eventually drag down supply-side performance. Secondly, whether 

Renminbi exchange rates will remain within relatively stable range or not, so as to support overseas 

investors in continuing buying Renminbi-denominated assets represented by Hong Kong stocks. In the first 

half of 2018, under the weak Hong Kong Stock Connect flows from Chinese Mainland, the blue chip 

segment of Hong Kong stocks performed stably as compared to A shares due to the continuous inflows of 

foreign funding into the Hong Kong stock market. A significant fluctuation in Renminbi exchange rate will 

be unfavorable to the liquidity of the Hong Kong stock market. Furthermore, we believe the Sino-U.S. trade 

frictions will have a limited impact on macroeconomy in the short-run, however, such uncertainty will still 

influence market sentiment in the long-run. 

  



 
 

 

17 

Capital Structure 

 

During the period, there was no change to the share capital of the Company. As at 30 June 2018, the total 

number of the issued ordinary shares was 796,138,689 shares and total equity attributable to ordinary 

equity holders was approximately HK$2.17 billion (31 December 2017: HK$2.16 billion). 

 

Liquidity, Financial Resources and Gearing Ratio 

 

As at 30 June 2018, the Group had cash and bank balances of HK$305 million (31 December 2017: HK$407 

million) and investments at fair value through profit or loss of HK$140 million (31 December 2017: 

HK$149 million). As at 30 June 2018, the Group’s total unutilised banking facilities amounted to 

approximately HK$3.3 billion (31 December 2017: approximately HK$3.0 billion), of which HK$2.67 

billion (31 December 2017: HK$2.32 billion) could be drawn down without the need of notice nor 

completion of condition precedent. 

 

As at 30 June 2018, the Group had outstanding short-term bank borrowings amounting to HK$612 million 

(31 December 2017: HK$845 million). The liquidity ratio (current assets to current liabilities) and gearing 

ratio (bank borrowings to net asset value) were 135% (2017: 138%) and 28% (31 December 2017: 39%) 

respectively. 

 

The Group has sufficient financial resources for its day to day operations as well as spare capacity to take 

advantage of any investment opportunities when they arise. 

 

Significant Investment Held, Material Acquisition and Disposal 

 

During the period, the Group did not hold any significant investment and did not have any material 

acquisition or disposal. 

 

Charges on the Group’s Asset 

 

No asset of the Group was subject to any charge as at 30 June 2018. 

 

Risk Management 

 

The Group has properly put in place credit management policies which cover the examination of the 

approval of clients’ trading and credit limits, regular reviews of facilities granted, monitoring of credit 

exposures and the follow up of credit risks associated with overdue debts. The policies are reviewed and 

updated regularly. 

 

The management closely monitors the market condition so that precautionary measures will be taken to 

mitigate any risk that the Group may encounter. As at 30 June 2018, the advances to customers were 

overdue account receivables from cash clients and margin financing. The balance of overdue account 

receivables from cash client amounted to HK$57 million (31 December 2017: HK$54 million). The balance 

of margin financing amounted to HK$2,214 million (31 December 2017: HK$2,291 million), of which 22% 

(31 December 2017: 27%) was attributable to corporate customers with the rest attributable to individual 

customers. 
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Exposure to Fluctuations in Exchange Rates and Any Related Hedges 

 

The Group’s exposure to fluctuations in exchange rates arises from its dealings in overseas share markets. 

Such dealings are entered into on behalf of clients of the Group and accounted for a small portion of the 

Group’s revenue. A material portion of such overseas transactions is denominated in United States dollars 

and Renminbi. The pegged exchange rate between United States dollars and Hong Kong dollars kept the 

Group’s exchange risk exposure to a minimum and thus, no hedging was required. Exchange gains and/or 

losses are dealt with in the income statement. The Group has endeavored to closely monitors its foreign 

currency positions and takes necessary measures when the situations so justify. 

 

Contingent Liabilities 

 

There were no material contingent liabilities as at 30 June 2018. 

 

Future Plans for Material Investments or Capital Assets 

 

Except the future plans as disclosed in the paragraph of “Prospects”, the Group had no other future plans for 

material investments or capital assets as at 30 June 2018. 

 

Employees and Training 

 

As at 30 June 2018, the total number of full-time employees was 264 (2017: 254). The total staff costs for 

the period amounted to approximately HK$96.6 million (2017: HK$93.4 million). 

 

The Group is committed to professional training for its employees. In compliance with the relevant 

requirement of the Securities and Futures Commission, the Group has organised a total of 7 (2017: 8) 

Continuous Professional Training seminars for all licensed staff members during the six months ended 30 

June 2018. 

 

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY  

 

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company’s 

listed securities during the period. 

 

CORPORATE GOVERNANCE CODE 

 

To better the Company’s transparency and accountability to the shareholders, the Company is, so far as 

practicable, committed to maintaining high standard of corporate governance. Throughout the six months 

ended 30 June 2018, the Company has met all the code provisions stipulated in Appendix 14, Corporate 

Governance Code and Corporate Governance Report, of the Rules Governing the Listing of Securities on 

The Stock Exchange of Hong Kong Limited (the “Listing Rules”). 

 

MODEL CODE FOR SECURITIES TRANSACTIONS 

 

The Company adopted the “Model Code for Securities Transactions by Directors of Listed Issuers” (the 

“Model Code”) as set out in Appendix 10 of the Listing Rules as the Company’s code of conduct for 

dealings in securities of the Company by the directors. Based on replies from the Company’s directors on 

specific enquiry, all the directors complied with required standard set out in the Model Code throughout the 

period. 
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AUDIT COMMITTEE 

 

The Company has an audit committee which was established in compliance with Rule 3.21 of the Listing 

Rules, for the purpose of reviewing and providing supervision over the Group’s financial reporting process 

and internal controls. The audit committee comprises the three independent non-executive directors of the 

Company. The audit committee has reviewed the interim results announcement and interim report of the 

Company for the six months ended 30 June 2018. 

 

PUBLICATION OF THE INTERIM RESULTS ANNOUNCEMENT AND INTERIM REPORT 

 

This interim results announcement is published on the website of Hong Kong Exchanges and Clearing 

Limited (“HKEx”) at http://www.hkexnews.hk and on the Company’s website at http://www.swhyhk.com. 

The 2018 interim report of the Company will be dispatched to the shareholders and will be available on the 

websites of HKEx and the Company in due course. 

 

DIRECTORS 

 

As at the date of this announcement, the Board of the Company comprises 8 directors, of which  

Mr. Zhu Minjie, Mr. Chen Xiaosheng, Mr. Guo Chun and Mr. Qiu Yizhou are the executive directors,  

Mr. Zhang Lei is the non-executive director, Mr. Ng Wing Hang Patrick, Mr. Kwok Lam Kwong Larry and 

Mr. Zhuo Fumin are the independent non-executive directors. 

 

 

 

 

 

 

 

Hong Kong, 10 August 2018 

By Order of the Board 
Zhu Minjie 
Chairman 


