About
Zall Smart Commerce Group Ltd.

The Group constructs and operates B2B trading
platforms for consumer goods, agricultural
products, chemicals, plastic raw materials, black
and non-ferrous metals, etc., and provides services
such as finance, property, logistics, cross-border
trading and supply chain management based on
the trading scenario and transaction data. The
Group also develops and operates large-scale,
consumer product focused wholesale shopping
malls.
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Chairman’s Statement

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of Zall Smart Commerce Group Ltd. (the
“Company” or “Zall Smart”), | am pleased to present the interim report of the Company and its subsidiaries
(together, the “Group”) for the six months ended 30 June 2019.

During a period characterised by complex international economic conditions and increasing downward pressure
on the domestic economy, Zall Smart continues to uphold its philosophy of “connecting global business
intelligently and creating value for clients” and actively downplayed the adverse effects caused by the macro
environment. The Company’s well-defined operating objectives, distinct business model, stable workforce and
solid fundamentals enabled its different platforms to leverage their strengths and realize positive development.

During the first half of the year, the Company focused on the industrial internet and established new types of
trading platforms. The Company achieved a gradual increase in transaction volume and maintained a steady
performance growth. Zall Smart trading systems continues to integrate and develop, with each platform
covering more of the industrial chain and further strengthened the Company’s influence in the industry.
The promotion of “commerce + technology” development drivers was accelerated, with the application of
technologies such as Internet of Things and Blockchain making new progress. The offline market experienced a
satisfying level of development and comprehensive online work was duly launched. The risk control system was
further improved, and the establishment of a finance empowered trading platform began to show its effect.
Expansion of overseas business was accelerated and the Company’s internationalisation continued steadily.

With respect to the offline market, the Group achieved good development through the continuous enhancement
of customer service, refined brand management and improvements to its property system. The Group achieved
prosperous business development in each market, in which North Hankou International Trade Center’s
performance exceeded its half-year revenue target. North Hankou continues to focus on its overseas business,
with export volumes increasing significantly, a new gateway and passageway being enclosed for operation, and
its cross-border e-commerce customs clearance platform has successfully into operation. A system establishment
for “Digital North Hankou” was also commenced to proactively explore online solutions for wholesale markets
nationwide.

Each of the Company’s online platforms continued to make progress in penetrating the industry. Subsidiaries
such as Shenzhen Sinoagri E-commerce Co., Ltd. (“Shenzhen Sinoagri”) and HSH International Inc. ("HSH"),
as well as Zall Steel E-Commerce Co., Ltd (“Zall Steel”), actively planned for the whole industrial chain,
including enhancing supply chain service levels, expanding vertical segmentation, and expanding their overseas
business. Bulk commodities services such as agricultural products, chemicals, plastic raw materials and black
metals expanded continuously. By offering convenient, intelligent and efficient trading platform services,
these subsidiaries provided better solutions for procurement, distribution, payment, logistics and lowered the
transaction costs for upstream and downstream industry enterprises.

In the future, Zall Smart will continue to engage in its principal B2B and supply chain services business,
promoting online and offline platform integration, engagement with upstream and downstream industry
businesses, technological innovation and exploration of opportunities for in-depth trading services to realize the
Company’s high quality development.

The wholesale market presents a typical scenario that is suitable for B2B trading development. Zall Smart
originated from an offline trading platform, and after four years of internet transformation, it had accumulated
operating experience in the physical market as well as the new economy. Wholesale markets’ core value is
the prosperity of trading. The online transformation will aid the prosperous development of offline markets,
while the offline markets will contribute traffic and scale effect to the online platforms. We will accelerate the
application of online and offline integration, and by leveraging on their two-way empowerment and mutual
development, create larger development potential for Zall Smart.

“Making transactions smooth and simple through global intelligent trading platforms” will continue to be the
principal business of Zall Smart. Going forward, we will strive for innovation while maintaining an efficient, low-
cost, open, win-win trading system to intelligently connect global business. We look forward to having more
cooperation with Chinese and international enterprises through integration and mutual development, leading to
the redefinition of B2B and even global trading for a new era.

Yan Zhi
Co-chairman

Hong Kong, 30 August 2019

Interim Report 2019
Zall Smart Commerce Group Ltd.



Management Discussion and Analysis

BUSINESS REVIEW

Consumer product-focused wholesale trading

The Group’s heavily invested core project, the North Hankou International Trade Center, has now formed 30
large specialized market clusters covering footwear and leatherware, branded clothing, hotel supplies, small
merchandises, bedding, automobile and second-handed vehicles, hardware and electrical products, etc., with
merchants reaching 32,000 operating stably. The total developed and developing area of market clusters
exceeded 6.8 million square meters. The transaction amount achieved in the first half of 2019 was RMB38.0
billion. It was honoured as “National Trading Market System-Demonstration Market on Transformation,
Upgrade, Innovation and Development for 2018” and “The Most Influential Brand Market in China over the Past
40 Years of Reform and Opening-Up”.

In the first half of 2019, 172,600 square meters were added to the area for investment in the North Hankou
International Trade Center, with the Branded Clothing City (f k2 AREE4) striving to provide new retail model and
020 consumer experience area for boutique clothing and accessories; the Big World of Flowers, Birds, Fish and
Pets (fE R EE A R) fully assuming the relocation and transfer of old markets and establishing itself as an one-
stop pet shopping center in Central China; and the National Hotel Supplies Trading Center (ZEIE/EARE S+
) integrating supply chain resources to form a marketing platform for resources of the industry covering the
whole country. At the same time, the markets organised various activities such as order fairs, internal purchase
fairs, procurement days, group buying fair, etc. for a total of 34 times including “Spring Trade Fair” (=&
R &), "Ordering Fair for New Footwear” ((Z¥fs] E=), “Spring Ordering Fair for Curtains” (&&= &
&), “Garment Purchasing Day” (R&E#m & H), “Stationery and Sporting Goods Expo” (X fEEEE), “Dream Car
Purchasing Season” (27888 Z) etc. Corresponding activities were held prior to the activities mentioned above
to develop customers in key cities and counties in Central China, release activity information to precise targets
and publicize the prosperity and activities of the Center.

In the first half of 2019, the Group continued to strengthen the pilot construction of the national market
procurement and trading mode, and comprehensively deepened the development of new foreign trading
business to become the only export industrial park in China integrating market procurement, cross-border
e-commerce and general trade. In the first half of 2019, total pilot export reached USD390 million, representing
an increase of 145% year-on-year. In terms of e-commerce, delivery was completed for warehousing centers of
150,000 square meters and cross-border e-commerce headquarters of 50,000 square meters. In terms of export
comprehensive services, 4 overseas warehouses were added; air freight logistics services for Wuhan-Nordic and
Wuhan-Chicago was added; and “Development Letter” (F3%15) service was launched to help export enterprises
contact and develop overseas buyers, so that buyers can directly connect with manufacturers.

Tianjin E-commerce Mall is the Group’s flagship project in Northern China. Portions of the commercial, trade
and e-commerce zones of Phase | have commenced operation gradually. Against a background of cooperative
development in the Beijing-Tianjin-Hebei region and the easing of Beijing’s non-capital core function, Tianjin
E-commerce Mall reached a strategic cooperation with Beijing Tianya Group (Jt R KHEEE) and established
a joint venture company in May 2019. Both parties will step up cooperation in recruiting merchants and
operation, and speed up the taking up of large-scale wholesale markets moving out of Beijing.
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Management Discussion and Analysis (Continued)

Supply chain management and trading

The Group has acquired and established various companies in the industrial internet sector focusing on the
construction and operation of intelligent trading and service platforms. The Group has established B2B trading
platform matrix for agricultural products, chemicals and plastic raw materials, black metals and non-ferrous
metals, etc.

Shenzhen Sinoagri, which focuses on vertical segmentation of bulk agricultural products, provides whole supply
chain service solutions in the fields of trading, information, settlement, financing and logistics to manufacturers,
processing enterprises, suppliers and terminal suppliers both upstream and downstream. In the first half of
2019, Shenzhen Sinoagri engaged in closed-loop of whole industrial chain and extended overseas through
actively extending to the upstream and downstream ends of the industrial chain, which effectively connected
upstream and downstream customers and helped them to solve “pain points” of the industry, and secured the
stability and growth of its own results. As of 30 June 2019, the platform added 4,218 new customers, bringing
the number of accumulated registered members to 86,837 and achieving operating revenue of RMB17.94
billion, representing a growth of 37% year-on-year. In addition to traditional products such as sugar, cocoon
and silk, Shenzhen Sinoagri jointed with quality resources of the industry to develop other types of agricultural
products, such as grain, quality food products, hot peppers and coffee and further develop import and export
business. Meanwhile, it strengthened the quality enhancement of the infrastructure construction of the
underlying services at the logistics side and built a logistics management system based on the application of the
Internet of Things and other technologies. The business of its logistics company rose steadily in the first half of
2019. Through the expansion of warehousing, transportation and transportation capacity financial services, it
recorded operating revenue of RMB36 million, and developed 80 customers and 57 cooperative suppliers. The
shipment volume was 340,000 tons.

As a chemical e-commerce operator that leads the future, HSH is committed to promote the infrastructure
construction of the “Internet + chemicals” and plastic raw materials, opening up the closed loop of transaction
of information flow, logistics and capital flow in the entire industrial chain for chemicals and plastic raw
materials. It aims to construct HSH as a new ecosystem for the entire industrial chain of chemical and plastic
raw material industry through an innovative mode of distributed sharing platform. In the first half of 2019, on
the foundation of its self-operated business, HSH further expanded platform business and provided consignment
and pre-sale business according to the requirements of upstream resources and downstream customers. It took
key commodities as a breakthrough point to develop business and generate revenue. For the first half of 2019,
the total revenue amount reached RMB5.46 billion and the number of self-operated orders amounted to 5,904.

Zall Steel mainly provides overall integrated supply chain services and solutions for trading, warehousing
and processing, supply chain finance and other services to upstream, midstream and downstream supply
chain partners in the bulk black commodity sector. Since its establishment on 23 March 2018, Zall Steel has
established business partnerships with approximately 8,000 upstream and downstream customers. As of 30
June 2019, it only took six months for Zall Steel to realize operating revenue of RMB9.0 billion. For the second
half of the year, Zall Steel will continue to promote offline and online service integration, develop and expand
online supply chain services including warehousing, logistics, finance etc. Leveraging on the resources of the
Group's ecosphere, Zall Steel will explore new resource channels, focus on customer needs, expand the scope of
integrated services and enhance its value creation and influence in the bulk black commodity industry.
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Management Discussion and Analysis (Continued)

The Group’s Commodities Intelligence Centre Pte. Ltd. (“CIC") provides integrated services covering transaction
matching, custom clearing and declaration, supply chain logistics, trade financing, supply chain finance and
global compliance regulation in the area of online global commodity trading, as well as provides trade data
and trade index services, realizing intelligence of the whole process of bulk commodity trading. As of 30 June
2019, the CIC trading platform recorded accumulative transaction amount of nearly USD5 billion, over 4,000
registered users, which are from China, Singapore, India, Malaysia and various countries in Asia, focusing
on transactions of ferrous and non-ferrous metals, chemicals and plastics, agricultural products, oil products
etc. In the first half of 2019, the registration of ZMA Smart Capital Pte. Ltd. (“ZMA") was completed. ZMA
is jointly established by CIC and Marubeni Corporation in Japan, one of the Global 500 enterprises. Based
on the Blockchain technology of CIC, ZMA will continuously strengthen e-finance services, provide effective
risk management, provide new solutions for international e-finance services, reduce costs, broaden channels,
enhance trading efficiency and promote the development of international trade. In the first half of 2019,
CIC made its debut presentation at “the 7th Singapore Iron Ore Week” (7@ i E A E), “the Global
Trader Dialogue” (3RERE 5@ 2:) organised by Enterprise Singapore, “the Singapore Trade and Connectivity
Challenge” (TCC) G E 5 HEE B B BB E(TCC)), “11th CWC World LNG & Gas Series: Asia Pacific
Summit” (F11ECWCEE BRI A AR &= MIES), “First Internet of Logistics (loL) Summit” (& @497 & 5
#(loL)lBE) and other major meeting activities. CIC presented its new model of one-stop service transaction
to overseas traders through platform-specific trading demonstration, introduction of financial services and
discussion of Blockchain technology, which has laid a solid foundation for the future expansion of global bulk
commodity trade cooperation.

Through the online and offline integration development in recent years, the Group has established and operated
B2B trading platforms with significant influence for agricultural products, chemicals, plastics, ferrous and non-
ferrous metals, etc., and its supply chain management and trade business grew significantly. The Group will
further expand into other sectors through organic development or merger and acquisition when appropriate
opportunity arises, continuously enrich and perfect Zall Smart’s intelligent ecosphere and further enhance
operating efficiency.

Warehousing and logistics services

In respect of warehousing services, in the first half of 2019, Zall Cloud Warehouse has successfully linked with
multiple enterprises inside and outside the Group with businesses distributed in over 50 cities such as Shanghai,
Guangzhou, Hangzhou and Qingdao. It signed new contracts for 52 regulatory warehouses, bringing the
total number to 312 with goods throughput of approximately 6.57 million tons. In respect of the construction
of regulatory platform for intelligent cloud warehouse, linkage has been made with the online warehousing
system of Zall Steel under the Group, realizing real time data monitoring. In the first half of 2019, Zall Cloud
Warehouse focused on the development of integrated services for the overall warehousing and distribution
of fast-moving consumer goods, with an actual operating area of 200,000 square meters. Currently, it has
reached cooperation intentions with over 30 merchants from industries such as electrical appliances, maternal
and child, shoe and clothing and fast-moving consumer goods, providing a new alternative of high quality
warehousing service for merchants. In the future, Zall Cloud Warehouse will utilize five core cities including
Wuhan, Guangzhou, Shanghai, Chengdu and Beijing as the base points and actively establish cooperative
branch warehouses throughout the country. Through covering major cities across the country by the Zall Cloud
Warehouse platform management and alliance, we will build an intelligent warehousing service platform with
significant influence in China.

In respect of logistics services, based on the development strategy of “Technology Driven + Supply Chain
Driven”, Zallsoon Information Technology (Wuhan) Co., Ltd. (“Zallsoon”), the subsidiary of the Group, made
innovation and development in logistics information and supply chain management, and helped the logistics
industry to reduce costs and increase efficiency with the help of technology in 2019, in addition to providing
enterprise customers with one-stop logistics services such as same city express transportation, long-distance
freight transportation, cold chain warehousing and distribution. Zallsoon has so far obtained eight software
copyrights and three patent inventions, and was recognised as “National High and New Technology Enterprise”
jointly awarded by the Ministry of Science and Technology of Hubei Province, the Bureau of Finance of Hubei
Province and the Tax Bureau of Hubei Province of the State Administration of Taxation in March 2019. At
present, nearly 110,000 drivers on the Zallsoon logistics system platform, and the accumulated number of
orders in aggregate is over 82 million.
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Management Discussion and Analysis (Continued)

FUTURE PROSPECTS

Originated from the offline wholesale market, Zall Smart has undergone four years of internet transformation
with experience in the physical market and new economic operations. The core value of the wholesale market
is the level of prosperity in terms of transactions. Online transformation will help the prosperity of the offline
markets, which in turn will contribute to the flow and scale of the online platforms. We will accelerate the
integration of online and offline applications, and will bring greater development potential to Zall Smart
through the mutual empowerment and joint development of online and offline platforms.

Zall Smart will continue to adhere to the main track of B2B and supply chain services with innovation, so as
to build an intelligent trading system with high efficiency and low cost in a win-win situation and connecting
global business intelligently. We look forward to working together with more companies in the PRC and
overseas to achieve integration and symbiosis, redefining B2B and even the way in which the world trades, and
jointly welcome the beginning of the new trade era.

INVESTMENT PORTFOLIO

The portfolio of listed equity investments of the Group as at 30 June 2019 and 31 December 2018 were as
follows:

As at 30 June 2019

Unrealised
holding loss
arising on Dividend
revaluation received
for the for the
Carrying six months six months
Effective amount as ended ended
Name of Number of  shareholding Acquisition at 30 June 30 June 30 June
Stock code investee company shares held interest cost 2019 2019 2019
RMB'000 RMB'000 RMB'000 RMB'000
00607.HKEX Fullshare Holdings Limited ("Fullshare”) 613,880,000 3.11% 685,837 261,903 (697,900) -
As at 31 December 2018
Unrealised Realised
holding loss holding loss
arising on arising on Dividend
revaluation disposal received
Carrying for the for the for the
Effective amount as at year ended year ended year ended
Name of Number of shareholding Acquisition 31 December 31 December 31 December 31 December
Stock code investee company shares held interest cost 2018 2018 2018 2018
RMB'000 RMB'000 RIMB'000 RMB'000 RIB'000
00607 HKEX Fullshare 613,880,000 3.11% 685,837 968,187 (879,148) (75,173) 10,922
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Management Discussion and Analysis (Continued)

As at 30 June 2019, the Group held approximately 613,880,000 (31 December 2018: 613,880,000) shares in
Fullshare, representing approximately 3.11% of its entire issued share capital (31 December 2018: 3.11%).
Fullshare is listed on the main board of the Hong Kong Stock Exchange. Its principal activities are property
development, tourism, investment, provision of healthcare products and services business and new energy
business. The Group recognised an unrealised holding loss of approximately RMB697.9 million for the six
months ended 30 June 2019 (for the six months ended 30 June 2018: unrealised holding gain of RMB182.2
million). The carrying amount of investment in Fullshare accounts for approximately 0.46% of the Group's total
assets as at 30 June 2019 (31 December 2018: 1.82%). The Group would like to emphasize that the unrealised
holding loss is non-cash in nature and relates to the change in fair value of the Group’s investment in Fullshare
that are volatile in nature. The Group will closely monitor the performance of its investment and adjust its
investment plan and portfolio when necessary.

RESULTS OF OPERATION

Operating revenue

Six months ended 30 June

2019 2018
RMB’000 RMB'000
Revenue from contracts with customers
within the scope of IFRS 15
Disaggregated by major products or service lines
— Revenue from sales of properties and related services 89,010 114,991
— Revenue from supply chain management and trading business 34,077,554 17,843,672
— Revenue from E-commerce and financial services business 43,103 25,048
— Revenue from construction contracts 2,118 2,054
— Others 1,400 19,494
34,213,185 18,005,259
Revenue from other sources
Gross rentals from investment properties 412,106 352,398
Financing income 97,667 136,954
34,722,958 18,494,611

Revenue of the Group increased significantly by approximately 87.7% from RMB18,494.6 million for the six
months ended 30 June 2018 to approximately RMB34,723.0 million for the six months ended 30 June 2019.
The increase was primarily due to the offsetting effect of (i) the significant increase in revenue from supply
chain management and trading business; (ii) the increase in rental income; (iii) the increase in revenue from
E-commerce and financial service business; (iv) the decrease in the revenue from sales of properties and related
services; and (v) the decrease in revenue from financing income.
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Management Discussion and Analysis (Continued)

Revenue from supply chain management and trading business

The Group’s revenue from supply chain management and trading business has contributed approximately 98.1%
of the Group’s total revenue for the six months ended 30 June 2019. The significant increase in revenue from
supply chain management and trading business was primarily attributable to (i) completion of the acquisition
of 52.48% equity interest in HSH in March 2018, resulting in the consolidation of the financial results of HSH
for the full six months ended 30 June 2019, as compared to the consolidation of the financial results of HSH
for only around three months from March 2018 to June 2018 in the financial results of the Group for the six
months ended 30 June 2018; (ii) establishment of Zall Steel in March 2018, resulting in the consolidation of the
financial results of Zall Steel for the full six months ended 30 June 2019, as compared to the consolidation of
the financial results of Zall Steel for only around three months from March 2018 to June 2018 in the financial
results of the Group for the six months ended 30 June 2018; and (iii) the significant increase in revenue of
Shenzhen Sinoagri for the six months ended 30 June 2019, as compared to those for the six months ended 30
June 2018.

Rental income

The Group’s rental income increased by approximately 16.9% from approximately RMB352.4 million for the six
months ended 30 June 2018 to approximately RMB412.1 million for the six months ended 30 June 2019. The
increase was primarily due to an increase in rental areas in the North Hankou Project.

Financing income

The Group’s financing income decreased by 28.7% from RMB137.0 million for the six months ended 30 June
2018 to RMB97.7 million for the six months ended 30 June 2019. The decrease was mainly due to the decrease
in volume of financing activities in the first half of 2019.

Revenue from E-commerce and financial services business

The Group’s revenue from e-commerce and financial services business increased by approximately 72.1% from
RMB25.0 million for the six months ended 30 June 2018 to RMB43.1 million for the six months ended 30 June
2019. The increase was mainly due to the increase in volume of E-commerce transactions in first half of 2019.

Revenue from construction contracts

The Group's revenue from construction contract to build certain properties on behalf of a third party increased
by approximately 3.1% from approximately RMB2.0 million for the six months ended 30 June 2018 to
approximately RMB2.1 million for the six months ended 30 June 2019. The revenue was recognised according
to the actual cost incurred for the six months ended 30 June 2019. There were no significant fluctuations
compared with prior period.

Sale of properties and related services

Revenue from the sale of properties decreased by approximately 22.6% from approximately RMB115.0 million
for the six months ended 30 June 2018 to approximately RMB89.0 million for the six months ended 30 June
2019.

The Group’s revenue from sales of properties was generated from the sales of industrial plants units, auxiliary
facilities units, office and retails units and residential apartments. The decrease in revenue from sales of
properties was mainly attributed to the decrease in the gross floor area delivered during the six months ended
30 June 2019.
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