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SOUTH CHINA FINAKCIAL HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)
(Stock Code: 619)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2013

UNAUDITED INTERIM RESULTS

The board of directors (“Board”) of South China &ial Holdings Limited (“Company”) announces tha
unaudited consolidated results of the Company tmdubsidiaries (collectively, “Group”) for the smonths
ended 30 June 2013 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT

Six months ended 30 June

2013 2012
(Unaudited) (Unaudite()
Note: HK$'000 HK$'00C
Revenue 2 43,282 67,84:
Fair value gain on invement propert 17,100 -
Impairmen of loans an trade receivabs, ne (2,776) (218
Fair value loss on financial assets at fair valueugh profit
or los: (59,511) (37,640
Impairment los:won availabl-for-sale financial asse - (3,710
Other income 570 16¢
Other operating expen: (64,949) (69,671
Loss from operating activities (66,284) (43,226
Finance cos 5 (3,459) (3,847
Share olosses of associa (1,678) -
Loss before tax 3 (71,421) (47,073
Income tax(expenses)credit 6 (8) 904
Loss for the period 571,4292 546,169
Attributable to
Equity holder of the Compan (71,425) (46,169
Non-controlling interest (4) -
(71,429) (46,169
Loss per share attributable to equity holders of tie 8
Company
Basicand dilutes SHK1.42 cents) SHKO.92 cent



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSIT ION

As at As a
30 June 2013 31 December 212
(Unaudited) (Auditec)
Note! HK$'000 HK$'00C
NON-CURRENT ASSETS
Property, plant and equipm: 6,355 7,20¢
Investment proper 9 375,000 357,90(
Intangible asse 836 83¢
Investments in associa 13,484 14,92
Available-for-sale investmen 19,127 23,95°
Other assets 9,245 8,405
Long term loans receivat 1C 3,668 4,60¢
Longtermdeposit 5,211 5,28¢
Total nor-current asse 432,926 423,11¢
CURRENT ASSETS
Financial assets at fair value through profit @« 11 160,838 236,76
Loans receivab 10 199,912 204,20«
Trade receivablt 12 232,632 126,55:
Other receivables, prepayments and deposits 16,629 11,614
Pledged time depos 5,500 5,50(
Cash held on behalf of cliel 363,054 450,80(
Cash and bank balani 105,588 107,01¢
Total current asse 1,084,153 1,142,45.
CURRENT LIABILITIES
Client deposit 349,056 437,35¢
Trade payable 12 231,083 142,61
Other payables and accruals 15,614 8,937
Tax payable 27 4C
Interes-bearing bank borrowini 331,984 301,51
Total current liabilitie 927,764 890,52
NET CURRENT ASSETS 156,389 251,93:
TOTAL ASSETS LESS CURRENT LIABILITIES 589,315 675,05:
NON-CURRENT LIABILITIES
Interes-bearing bank borrowin 134,892 145,24!
Deferrectax liabilities 29,227 29,227
Total nor-current liabilitie: 164,119 174,47t
Net asse 425,196 500,57t
EQUITY
Equity attributable to equity holders of the Compary
Issued capiti 13 125,708 125,70t
Reserve 298,923 37429¢
424,631 50C,007
Non-controlling interests 565 56¢
Total equity 425,196 500,576



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the six months ended 30 June 2013

Basis of preparation

The unaudited condensed consolidated interim fimhrgtatements (“interim financial statements”) @alveen
prepared in accordance with the requirements oRtlles Governing the Listing of Securities (“ListiRyles”) on
The Stock Exchange of Hong Kong Limited (“Stock Eange”) and The Hong Kong Accounting Standards No. 34
“Interim Financial Reporting” issued by the Hong Kpimstitute of Certified Public Accountants.

The accounting policies and methods of computatieed in the preparation of the interim financialtements are
consistent with those used in the annual finandakements for the year ended 31 December 2012 ekuaipthe
Group has adopted the newly issued and revised Homng Kinancial Reporting Standards, which are effedibr
the annual period beginning on 1 January 2013jsadoded in the annual financial statements foryéer ended 31
December 2012. The adoption of these new Hong Kongnial Reporting Standards as disclosed in thei@nn
financial statements for the year ended 31 Dece2®E2 does not have significant impact on the Grotgssilts of
operations and financial position.

These interim financial statements should be reddre relevant, in conjunction with the 2012 anniréricial
statements of the Group.

The unaudited interim financial statements havenlveeiewed by the Company's audit committee.

Revenue

Six months ended 30 June
2013 2012
(Unaudited) (Unaudited)
HK$'000 HK$'000
Commission and brokerage income 26,173 24,683
Profit on trading of securities, forex, bulliondafutures contracts, net 3,363 31,919
Dividend income from listed investments 574 1,980
Interest income from bullion and forex 445 399
Interest income from loans receivable 8,997 7,003
Interest income from bank and financial institago 371 599
Rendering of services 1,539 1,262
Gross rental income 1,820 -
43,282 67,845

Loss before tax

Six months ended 30 June

2013 2012
(Unaudited) (Unaudited)
HK$'000 HK$'000

The Group’s loss is arrived at after charging:
Cost of services provided 14,546 13,109
Depreciation 1,941 3,498

Items of property, plant and equipment

- Impairment loss - 1,511
- Loss on disposal - 126
Interest expenses for margin financing and moaeglihg operations 2,395 1,418



Revenue and segmental information

An analysis of the Group’s revenue and contributmmpriofit/(loss) from operating activities by busisesegments

for the six months ended 30 June 2013 and 2012safa@llows:

2013 2012 2013 2012

Profit/ Profit/

(loss) from (loss) from

operating operating

Revenue Revenue activities activities

HK$'000 HK$'000 HK$'000 HK$'000

Broking 25,677 24,824 (11,283) (14,169)
Trading and investment 4,704 34,129 (66,458) (20,758)
Margin financing and money lending 9,937 8,471 1,410 4,149
Corporate advisory and underwriting 235 421 (4,166) (4,097)
Wealth management 909 - (1,306) -
Property investment 1,820 - 17,639 -
Corporate and others - - (2,120) (8,351)
Consolidated 43,282 67,845 £66,2842 (43,226)

Over 90% of the Group’s revenue and contribution tofifyloss) from operating activities were derivédm
operations in Hong Kong.

On 30 June 2012, owner-occupied property of carrgimgunt of HK$178,855,000 under the segment of catpor
and others was transferred to the segment of psopevestment after its revaluation to the fair \ealof
HK$322,800,000 at that date (Note 9).

Finance costs

Finance costs mainly represent interest on a mgetizan secured by the Group’s investment property.

Income tax

Hong Kong profits tax has been provided at the cdté6.5% (2012: 16.5%) on the estimated assesgabfés
arising in Hong Kong during the period. Taxes orfis@ssessable elsewhere have been calculated ettds of tax

prevailing in the countries in which the Group opesabased on existing legislation, practices atefpretations in
respect thereof.

Interim dividend

The Board resolved not to declare the payment ahtemim dividend for the six months ended 30 J2A&3 (six
months ended 30 June 2012: Nil).

Loss per share

The calculation of basic loss per share is basedhenloss for the period attributable to equitydeost of the
Company of approximately HK$71,429,000 (2012: HK$66,000) and the weighted average number of
5,028,334,500 (2012: 5,028,334,500) ordinary shiaressue during the period.

The Company’s share options have no dilution effecthe six months ended 30 June 2013 and 201&usecthe
exercise price of the Company’s share options wgisehithan the average market price of shares éopdhiods.



9.

10.

11.

Investment property

30 June 2013 31 December 2012

(Unaudited) (Audited)

HK$'000 HK$'000

Carrying amount at 1 January 357,900 -
Transfer from owner-occupied property - 322,800
Additions - 900
Net gain from a fair value adjustment 17,100 34,200
Carrying amount 375,000 357,900

On 30 June 2012, the Group transferred the owner-gatypoperty of carrying amount of HK$178,855,000 to
investment property. The property was revaluedhat fair value of HK$322,800,000 on that date by BMI
Appraisals Limited, an independent professional ifjgdl valuer, on the open market and existing ussi®o The
increase of HK$143,945,000 in the carrying amount vex®gnized in the property revaluation reserve thar
six-month period ended 30 June 2012 and HK$34,200v@8s recognized as fair value gain in the profd &ss
account in the second half year of 2012.

On 30 June 2013, the Group’s investment property exalued by BMI Appraisals Limited at HK$375,000,000 o
the open market and existing use basis. The isereffair value of HK$17,100,000 was recognizechim profit
and loss account. The investment property isglbriieased to third parties under operating leases

The Group’s investment property is situated in Horan¢{ and is held under long term leases. The imegst
property was pledged to a bank to secure bankinlififse granted to the Group.

Details of the Group’s investment property are al®ves:

Location Existing use
26" Floor, Tower One, Lippo Centre, 89 Queensway, Admiraigng Kong Office building
Loans receivable

The maturity profile of loans receivable at thedale sheet date is analysed into the remainin@geetio their
contractual maturity dates as follows:

30 June 2013 31 December 2012

(Unaudited) (Audited)
HK$'000 HK$'000

Repayable:
On demand 194,334 199,160
Within 3 months 2,196 1,788
3 months to 1 year 3,382 3,256
1 year to 5 years 3,668 4,605
203,580 208,809
Portion classified as current assets (199,912) (204,204)

Portion classified as non-current assets 3,668 4,605

Financial assets at fair value through profit oloss

Financial assets at fair value through profit @sloepresented listed equity securities in Hong Kairrgarket value.



12.

13.

Trade receivables and payables

The Group allows a credit period up to the respecsiettlement dates of securities, forex, bulliod aemmaodities
transactions or a credit period mutually agreedvben the contracting parties.

All of the Group’s trade receivables and payablesagesl within 90 days.

Issued Capital

30 June 2013 31 December 2012

(Unaudited) (Audited)
Shares HK$'000 HK$'000
Authorised:
8,000,000,000 (2012: 8,000,000,000) ordinary shaféiK$0.025 each 200,000 200,000
Issued and fully paid:
5,028,334,500 (2012: 5,028,334,500) ordinary shafr&f#$0.025 each 125,708 125,708




MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

The tight liquidity and shadow banks issues in Beople’'s Republic of China (*PRC”) caused high
volatility in stock market in June 2013 and draggedvn the overall market sentiment towards the @nd
the month. The Group recorded a loss of HK$71 Miamifor the first half of 2013 as compared with a
loss of HK$46.2 million for the same period of Igstar mainly due to the unrealized revaluation fssur
investments at market price as at 30 June 2013rendecrease in net profit on trading of securitied
other financial instruments recognized in the fivalf of 2013.

Broking, trading and investment

Due to the continued keen competition and poor etagentiment, revenue recorded for broking was
maintained at the similar level with a slight inmse from HK$24.8 million to HK$25.7 million.
Operating loss decreased to HK$11.3 million for shemonth period ended 30 June 2013 from HK$14.2
million for the same corresponding period in 2012.

Trading and investment incurred a loss of HK$66i8ion for the period as compared with a loss of
HK$20.8 million for the same period in 2012. Unieadl loss on financial assets at fair value thropigtiit
or loss of HK$59.5 million was included.

Margin financing and money lending

The loan portfolio size was maintained at the @imiével with the balance of HK$203.6 million as3é
June 2013 as compared with that of HK$208.8 milkgnat 31 December 2012. Revenue recorded for the
period was HK$9.9 million as compared with HK$8.5llion for the same period of last year.
Contribution from this segment decreased from HK$4illion to HK$1.4 million for the six months erdie

30 June 2013. The decrease was mainly due to aaalitprovision made against the drop in the market
price of stocks collaterals of margin loans asGaine 2013.

Corporate advisory and underwriting
Revenue from our corporate advisory and underwritinsiness decreased from HK$0.4 million to HK$0.2
million while the operating loss was around HK$4liom for both six-month periods in 2012 and 2013.

Wealth management
Revenue and operating loss for this new segmentHi@s9 million and HK$1.3 million respectively for
the six months ended 30 June 2013.

Property investment

The Group transferred the owner-occupied propeartintestment property on 30 June 2012. Fair value
revaluation gain and gross rental income of HK$lhillion and HK$1.8 million respectively were
recorded for the investment property and contrdsufrom this segment was HK$17.6 million for thg si
months ended 30 June 2013.

Liguidity and Financial Resources

The Group had obtained short term credit facilitidgch were reviewed on a yearly basis and a lengnt
mortgage loan from a number of banks. The banlkaadities for the share margin finance operatiomsev
secured by the securities of our margin clientstaedGroup. The banking facilities for the moneydimg
operations were clean loans. The outstanding cfacllities were guaranteed by the Company.

As at 30 June 2013, the Group’s long term bankdvangs apart from those for share margin finance
business and personal loan business amounted tdl34k®% million (31 December 2012: HK$145.2

million), which, when related to the Group’s equity HK$425.2 million (31 December 2012: HK$500.6

million), represented a gearing ratio of approxehaBl.7% (31 December 2012: 29.0%).

The Group had a cash balance of HK$105.6 milliothatend of the current period, a slight decredse o
1.3% from the end of 2012. The Group had sufficienitking capital base to meet its operational needs

-7-



Prospects

US Federal Reserve’s announcement of taperingudsitgative easing policies and the weak economic
statistics of PRC continue to pester the markehe ifivestors are in general taking a wait-and-sigede
which has dragged down the market turnover. Theentbusiness environment is particularly tough to
some traditional retail brokerage firms. Up toyJ2013, 12 brokerage firms have decided to closé th
businesses.

Compared with these traditional brokerage firmg, Guoup has the competitive advantage that we have
already built the platforms and systems to extemdpsoducts and market coverage beyond Hong Kong
stock market. We are now in a phase to transfoom fa traditional retail brokerage firm to a veilgat
financial institution. We shall keep on broadenihg clientele, products, services and marketsregee

We believe this strategy can build a sustainabsiness model for our Group under the current Velard
fast-changing business environment.

We shall partner with some organizations speciaizin the provision of trading models and
methodologies of high frequency and algorithm tmgdio retail investors in order to broaden ourntlie
base. High frequency and algorithm trades wereiguely limited to institutional investors.  Withe
development of technology, retail investors car &g into these types of trading models. We belie
this will be one of the key trends in retail brakge business in the future.

We shall also re-activate our corporate financeemdty capital market business. There are sedess
in the pipeline and we expect that we shall coneptate IPO application by the end of 2013 and we are
planning to be more active in acting as co-managtre equities capital market.

In order to execute our business strategies, we kegt on recruiting front office staff while maaiming
similar level of back office staff until we see impement in our revenue. Although our headcoust ha
been increased from 183 as at 30 June 2012 to<8P 20 June 2013, our staff costs were cut by HK$3
million. In addition, we have relocated the baffice from our own property at Admiralty to Wan Gha
At the same time, we have rented out most of tropgrty at Admiralty to external third parties atigher
rental. We shall continue to control the coststicasly during the process of building the new basis
model.

INTERIM DIVIDEND

The Board resolved not to declare the payment dhemim dividend for the six months ended 30 June
2013 (six months ended 30 June 2012: Nil).

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTE D SECURITIES

During the six months ended 30 June 2013, the Coynpgad not redeem any of its shares listed on the
Stock Exchange nor did the Company or any of ibsiliaries purchase or sell any such shares.

CORPORATE GOVERNANCE

The Company had complied with all the code prowisias set out in the Corporate Governance Code
contained in Appendix 14 of the Listing Rules thigbaut the six months ended 30 June 2013 except that
Mr. Ng Hung Sang, the Chairman and an Executiveddr of the Company, Mr. Ng Tze Wai, Hon.
Raymond Arthur William Sears, Q.C. (“Mr. Sears"dadr. Tung Woon Cheung Eric (“Mr. Tung”) were
unable to attend the annual general meeting ofCm@pany held on 4 June 2013, which deviated from
code provisions A.6.7 and E.1.2 since they had rothesiness engagements. Mr. Tung, being an
Independent Non-executive Director (“INED”), wag tthairman of the Audit Committee of the Company,
while Mr. Ng Tze Wai, being a Non-executive Diractotil his resignation with effect from 1 August
2013, and Mr. Sears, being an INED, were not thairefan of the Remuneration and Nomination
Committee of the Company.



AUDIT COMMITTEE

The Company has established an Audit Committee wittten terms of reference in compliance with the
Listing Rules. The Audit Committee presently coraps three INEDs, namely Mr. Tung (Chairman of the
Committee), Mrs. Tse Wong Siu Yin Elizabeth and Bears.

The Group’s unaudited consolidated results forsikkemonths ended 30 June 2013 have been reviewed by
the Audit Committee.

By Order of the Board
South China Financial Holdings Limited
Ng Hung Sang
Chairman and Executive Director

Hong Kong, 20 August 2013

As at the date of this announcement, the Direatbthe Company are (1) Mr. Ng Hung Sang, Mr. Ridhar
Howard Gorges, Ms. Cheung Choi Ngor, Mr. Ng YukngeBaul and Mr. Chan Hing Wah as executive
directors; and (2) Mrs. Tse Wong Siu Yin Elizabétbn. Raymond Arthur William Sears, Q.C. and Mr.
Tung Woon Cheung Eric as independent non-exeatiteetors.



