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The Board of Directors, Supervisory Committee and the Directors, Supervisors and senior
management of the Company warrant that the contents of this report are true, accurate
and complete without any false information, misleading statements or material omissions,
and accept individual and collective legal responsibility.

There are no Directors, Supervisors or senior management who do not warrant or who
dispute the truthfulness, accuracy and completeness of the contents of this report.

This report has been considered and approved at the Thirty-ninth Meeting of the Eighth
Session of the Board of Directors of the Company. Mr. Xu Ziyang, Director, was unable to
attend the Meeting due to work reasons and has authorised Mr. Gu Junying, Director, to
vote on his behalf.

The interim financial reports of the Group for the six months ended 30 June 2021 were
unaudited.

Mr. Li Zixue, Chairman of the Company, Ms. Li Ying, Chief Financial Officer of the
Company and Mr. Xu Jianrui, Head of Finance Division of the Company, hereby declare
that they warrant the truthfulness, accuracy and completeness of the financial reports
contained in this report.

No profit distribution or conversion of capital reserves will be implemented in respect of the
interim period of 2021.

This report contains forward-looking statements in relation to subjects such as future
plans, which do not constitute any specific undertakings to investors by the Company.
Investors should beware of investment risks. The attention of investors is drawn to the
potential risks inherent in the operations of the Company set out in the section headed
“Report of the Board of Directors (IV) Business outlook for the second half of 2021 and
risk exposures” in this report.

This report has been prepared in Chinese and English respectively. In case of discrepancy
in the interpretation of this report, the Chinese version shall prevail.

China Securities Journal, Securities Times, Shanghai Securities News and http://www.
cninfo.com.cn are designated media for the Company’s information disclosure. Investors
should beware of investment risks.


http://www.cninfo.com.cn
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In this report, unless the context otherwise requires, the following terms shall have the meanings set out
below. Certain other terms are explained in the section headed “Glossary.”

Company or ZTE

Articles of Association
Company Law

Securities Law

Group

Board of Directors
Directors

Supervisory Committee
Supervisors

China or PRC

MOF

CSRC

Shenzhen CSRC
Shenzhen Stock Exchange
Shenzhen Listing Rules
Hong Kong Stock Exchange

Hong Kong Listing Rules

SFO
Companies Ordinance

PRC ASBEs

HKFRSs

ZTE HK
Zhongxing Software

China Eagle Electronic

ZTE Corporation, a limited company incorporated in China, the shares of
which are listed on the Shenzhen Stock Exchange and the Hong Kong Stock
Exchange, respectively

The Articles of Association of ZTE Corporation (June 2021)

Company Law of the People’s Republic of China

Securities Law of the People’s Republic of China

ZTE and one or more of its subsidiaries

The board of directors of the Company

Members of the board of directors of the Company

The supervisory committee of the Company

Members of the supervisory committee of the Company

The People’s Republic of China

PRC Ministry of Finance

China Securities Regulatory Commission

The CSRC Shenzhen Bureau

The Shenzhen Stock Exchange

Rules Governing the Listing of Stocks on the Shenzhen Stock Exchange
The Stock Exchange of Hong Kong Limited

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

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
Companies Ordinance (Chapter 622 of the laws of Hong Kong)

PRC Accounting Standards for Business Enterprise (Generally accepted
accounting principles in China)

Hong Kong Financial Reporting Standards (including Hong Kong Accounting
Standards (“HKASs”) and Interpretations)

ZTE (H.K.) Limited
Shenzhen Zhongxing Software Company Limited

Huizhou China Eagle Electronic Technology Inc.



Huaheng Biotech

Anji Technology
NOVORAY

Chipsea Technologies
Leadyo

Circuit Fabology

Hajime

Enablence Technologies
ZTE Capital

Jiaxing Fund

Zhonghe Chunsheng Fund IlI

Zhongxingxin

Zhongxing Hetai

Xi’an Microelectronics
Aerospace Guangyu
Zhongxing WXT
Guoxing Ruike

ZTE Microelectronics

2017 Share Option Incentive
Scheme

2020 Share Option Incentive
Scheme
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Anhui Huaheng Biotechnology Co., Ltd.

Anji Microelectronics Technology (Shanghai) Co., Ltd.

Jiangsu NOVORAY New Material Co., Ltd

Chipsea Technologies (Shenzhen) Corporation

Guangdong Leadyo IC Testing Co., Ltd.

Circuit Fabology Microelectronics Equipment Co., Ltd.

Shanghai Hajime Advanced Material Technology Co., Ltd
Enablence Technologies Inc.

Shenzhen ZTE Capital Management Company Limited

Jiaxing Xinghe Equity Investment Partnership (Limited Partnership)

Suzhou Zhonghe Chunsheng Partnership Investment Fund Il (Limited
Partnership)

Zhongxingxin Telecom Company Limited

Shenzhen Zhongxing Hetai Hotel Investment and Management Company
Limited

Xi’an Microelectronics Technology Research Institute

Shenzhen Aerospace Guangyu Industrial Company Limited

Shenzhen Zhongxing WXT Equipment Company Limited

Zhuhai Guoxing Ruike Capital Management Centre (Limited Partnership)
ZTE Microelectronics Technology Company Limited

the share option incentive scheme considered and approved at the 2016
Annual General Meeting, the First A Shareholders’ Class Meeting of 2017

and the First H Shareholders’ Class Meeting of 2017 of the Company

the share option incentive scheme considered and approved at the Second
Extraordinary General Meeting 2020 of the Company



ZTE CORPORATION INTERIM REPORT 2021

This glossary contains definitions of certain technical terms used in this report as they relate to the Group.
Some of these definitions may not correspond to standard industry definitions or usage.

5G

ICT

Distributed database

Al

PowerPilot
Openlab

Core network

AIVO
WAN

Data centre or DC

SRv6

CN2
SDN

FlexE

Fifth-generation mobile communications, which is a general reference to the
ensemble of post-4G broadband wireless communication technologies. The general
view of the industry is that 5G is capable of providing faster data throughput (1,000
times faster than currently available) and more connections (100 times more than
currently available), more efficient utilisation of energy (10 times of the current level
of efficiency) and shorter end-to-end time delay (1/5 of the current length of time
delay). It goes beyond human-to-human communication to cover a wide range of
applications such as ultra-intensive networks, machine-to-machine communication
and the internet of vehicles.

New products and services arising from the integration of IT (information
technology) and CT (communications (i.e., the transmission of information)
technology).

A logically coherent database formed by the interconnection of multiple data
storage units located in different physical locations using a high-speed computer
network, so as to enable larger storage capacity and higher volume of simultaneous
visits.

Artificial Intelligence, the use of machine to aid or replace human in doing certain
tasks by simulating the sight, hearing, senses and thinking of human.

5G green energy efficiency solution
Open laboratories

Mobile network comprises a wireless access network and a core network, the latter
of which provides services such as call control, billing and mobility.

A (Al), I (Insight), V (Value), O (Operation)
Wide area network

An Internet-based infrastructure centre that operates and maintains equipment for
centralised collection, storage, processing and dispatch of data, and provides
related services.

SRv6 (Segment Routing IPv6), a protocol for forwarding IPv6 data packs on the
network designed on the basis of the source router concept. SRv6 adopts the
existing IPv6 forwarding technology and facilitates processing similar to label
forwarding by expanding the header fields of the IPv6 text. SRv6 is capable of
further simplifying the network protocol to allow more flexible service route
planning.

ChinaNet Next Carrying Network
Software Defined Network, a new type of innovative network architecture.
Flex Ethernet, which facilitates flexible speed, greater bandwidth and passage

separation. FlexE is one of the recognised key technologies for 5G bearer networks
and the core of third-generation ethernet technologies.



OXC

CLOS architecture

PON

MEC

ONT

FOV

CDN

Big Video

XR
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Optical cross-connect, which offers the advantages of greater scalability compared
to ROADM, “0” fibre jump, a high level of systems integration, easy maintenance,
occupation of less server room space and lower equipment cost.

An architecture for multi-level circuit exchange network representing an
improvement to the Crossbar structure, through which unobstructed network could
be provided. CLOS has the merits of cost savings and efficiency enhancement.

Passive Optical Network, a network that provides optical access services to users
through the use of passive optical network technology and facilitates conservation
of optical fibre resources on the main line through the adoption of a point-to-
multipoint topological structure. It also offers flow management and security control
functions.

Mobile Edge Computing, through which services and cloud computing functions
required by telecom users IT can be provided from a nearby point using wireless
access networks to create a telecom service environment featuring high
performance, low latency and high bandwidth, accelerating the fast download of
contents, services and applications in the network to allow uninterrupted premium
network experience on the part of consumers.

Optical Network Terminal

Field of Vision shows the included angles between the edge of the part observable
by human eyes and the centre of the pupil in an image generated by a device,
such as horizontal FOV, vertical FOV and diagonal FOV. The greater the FOV, the
stronger the sense of immersion generated by a VR device.

Content Delivery Network, a network structure capable of redirecting on a real-time
basis a user’s request to the closest service node available to such user based on
network flow and information of various service nodes such as connection, load,
distance from the user and response time.

Ultra-high-definition videos such as 4K/8K/VR/AR, as opposed to standard-
definition and high-definition videos, which feature richer contents and more
exacting requirements for channels, signifying the big video era for the video
business. In particular, 4K is a range of resolution, namely, a display quality
approximating 4,096 pixels in horizontal resolution.

Extended Reality, a collective reference to AR (Augmented Reality), VR (Virtual
Reality) and MR (Mixed Reality), which is an environment featuring the combination
of reality and simulation and human-machine interaction enabled by computer
technology and wearable device.
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1. Legal name (in Chinese) FEBEMRODERDE
Chinese abbreviation FR R AR
Legal name (in English) ZTE Corporation
English abbreviation ZTE
2. Legal representative Li Zixue
3. Secretary to the Board of Ding Jianzhong
Directors/Company Secretary
Securities affairs representatives Qian Yu
Correspondence address No. 55, Keji Road South, Shenzhen, Guangdong Province
The People’s Republic of China
Telephone +86 755 26770282
Facsimile +86 755 26770286
E-mail IR@zte.com.cn
4. Registered and office address ZTE Plaza, Keji Road South, Hi-Tech Industrial Park,

Nanshan District
Shenzhen, Guangdong Province
The People’s Republic of China

Postal code 518057
Website http://www.zte.com.cn
E-mail IR@zte.com.cn
Principal place of business in Hong Kong 31/F, Tower Two, Times Square,
1 Matheson Street, Causeway Bay
Hong Kong
5. Authorised representatives Gu Junying

Ding Jianzhong

6. Media designated for information disclosure China Securities Journal, Securities Times, Shanghai
by the Company Securities News
Authorised websites on which this report http://www.cninfo.com.cn
is made available http://www.hkexnews.hk
Place where this report is available for No. 55, Keji Road South, Shenzhen,
inspection Guangdong Province

The People’s Republic of China

7. Listing information A shares
Shenzhen Stock Exchange
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Stock code: 000063

H shares

Hong Kong Stock Exchange
Abbreviated name of stock: ZTE
Stock code: 763

8. Change in other relevant information O Applicable v'N/A
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Highlights of Accounting Data and Financial Indicators

(1)

(1)

(1)

STATEMENT ON THE ALIGNMENT IN PREPARATION OF FINANCIAL
STATEMENTS IN ACCORDANCE WITH THE PRC ASBEs

Pursuant to the “Resolutions on the Alignment in Preparation of Financial Statements in Accordance with
the PRC ASBEs and Cessation to Re-appoint Overseas Financial Report Auditor” considered and
approved at the Thirty-third Meeting of the Eighth Session of the Board of Directors and 2020 Annual
General Meeting of the Company, it was approved that the preparation of financial statements and
disclosure of relevant financial information will be aligned in accordance with the PRC ASBEs and Ernst &
Young will cease to be re-appointed as the Company’s overseas financial report auditor, starting from the
announcement of the half-yearly financial report and interim results of 2021. Accordingly, starting from the
interim period of 2021, the Company will prepare its financial statements under the PRC ASBEs only, and
will cease to prepare the same under HKFRSs.

STATEMENT ON RETROSPECTIVE ADJUSTMENTS TO OR RESTATED

ACCOUNTING DATA OF THE PREVIOUS YEAR BY THE COMPANY

BECAUSE OF CHANGES IN ACCOUNTING POLICIES OR FOR THE

RECTIFICATION OF ACCOUNTING ERRORS

O Applicables v'N/A

MAJOR ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE GROUP
Unit: RMB in thousands

Changes as at the

end of the

End of the End of last year reporting period

reporting period (31 December compared with the

Item (30 June 2021) 2020) end of last year

Total assets 165,902,117 150,634,906 10.14%
Owners’ equity attributable to holders of

ordinary shares of the listed company 46,948,087 43,296,808 8.43%

Share capital (thousand shares) 4,613,435 4,613,435 -

Net assets per share attributable to

holders of ordinary shares of the listed

company (RMB/share) 10.18 9.39 8.41%

Gearing ratio (%) Increased by 0.38

69.76% 69.38% percentage point
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Unit: RMB in thousands

Same period

Reporting period of last year

(Six months

(Six months

Changes compared

ended ended with the same
Item 30 June 2021) 30 June 2020) period of last year
Operating revenue 53,070,970 47,199,373 12.44%
Operating profit 5,545,716 2,840,600 95.23%
Total profit 5,526,976 2,840,971 94.55%
Net profit attributable to holders of
ordinary shares of the listed company 4,078,613 1,857,289 119.60%
Net profit after extraordinary items
attributable to holders of ordinary
shares of the listed company 2,112,429 902,115 134.16%
Basic earnings per share (RMB/share)Nete ! 0.88 0.40 120.00%
Diluted earnings per share
(RMB/share)Nete 2 0.88 0.40 120.00%
Basic earnings per share after
extraordinary items (RMB/share)Nete ! 0.46 0.20 130.00%
Weighted average return on net assets Increased by 3.76
9.04% 5.28% percentage points
Weighted average return on net assets Increased by 2.12
after extraordinary items 4.68% 2.56% percentage points
Net cash flows from operating activities 7,028,435 2,040,770 244.40%
Net cash flows from operating activities
per share (RMB/share) 1.52 0.44 245.45%
Note 1:  Basic earnings per share and basic earnings per share after extraordinary items for the reporting period and for the same
period last year have been calculated on the basis of the weighted average number of ordinary shares in issue as at the end
of the respective periods;
Note 2:  As the 2017 share options granted by the Company have given rise to 17,177 thousand and 22,143 thousand potentially dilutive

ordinary shares for the six months ended 30 June 2021 and the six months ended 30 June 2020, respectively, dilutive
earnings per share has been calculated on the basis of basic earnings per share taking into account the said factor.

Extraordinary gains or losses items and amounts deducted are set out as follows:

Unit: RMB in thousands

Extraordinary item Amount
Non-operating income, other income and others 1,421,331
Gains/(Losses) from fair value change 206,206
Investment income 798,432
Gain on asset disposal 47,494
Less: Non-operating expenses 161,914
Less: Effect of income tax 346,732
Less: Extraordinary gains/(losses) attributable to non-controlling interests (1,367)
Total 1,966,184

(IV) DIFFERENCE IN ACCOUNTING DATA BETWEEN DOMESTIC AND OVERSEAS
ACCOUNTING STANDARDS

O Applicable v'N/A
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Summary of the Company’s Business

PRINCIPAL BUSINESSES

The Group is dedicated to the provision of ICT products and solutions that satisfy the needs of
customers, integrating design, development, production, sales and services with a special focus on
carriers’ network, government and corporate business and consumer business. There was no significant
change to the principal businesses of the Group during the reporting period.

The carriers’ network is focused on meeting carriers’ requirements in network evolution with the provision
of wireless access, wireline access, bearer networks, core networks, telecommunication software systems
and services and other innovative technologies and product solutions.

The government and corporate business is focused on meeting requirements of government and
corporate clients, providing informatization solutions for the government and corporations through the
application of products such as communications networks, I0T, big data and cloud computing.

The consumer business is focused on bringing experience in smart devices to customers while also
catering to the requirements of industry clients through the development, production and sales of
products such as smart phones, mobile data terminals, home information terminals and innovative fusion
terminals, as well as the provision of related software application and value-added services.

THE INDUSTRY IN WHICH WE OPERATE

The Company is a leading provider of integrated communication and information solutions in the world
market, providing innovative technology and product solutions to customers in numerous countries and
regions around the world.

The Group owns complete end-to-end products and integrated solutions in the telecommunications
industry. Through a complete range of “wireless, wireline, cloud computing and terminal” products, we
have the flexibility to fulfil differentiated requirements and demands for fast innovation on the part of
different customers around the world.

In future, the Group will continue to focus on mainstream markets and products, enhancing customer’s
satisfaction as well as market share in an ongoing effort and constantly strengthening its product
competitiveness through persistent endeavours in proprietary innovation of core technologies, while
forging closer cooperation with partners with a more open-minded approach to build a mutually beneficial
industrial chain and embrace together the brilliant and best new era of “smart interconnection of all
things”.

TECHNOLOGICAL INNOVATION

As a world-leading listed manufacturer of integrated communication equipment and provider of global
integrated communication and information solutions, the Group has adopted a core 5G development
strategy with a special focus on ICT infrastructure facilities. Over the years, we have been driving digital
transformation of the community with ongoing investment and innovation, in an effort to serve as the
“path-builder for digital economy”. The Group is equipped with the ability to provide a complete range of
end-to-end 5G solutions and well-positioned to advance its large-scale global 5G deployment and
commercial application on the back of its experience and leading technologies in chip, database,
operating systems, wireless product, core network, bearer, fixed-line, video, energy, terminal and
industrial applications. We deliver value to customers on an ongoing basis and work closely with industry
partners to actively drive 5G service applications and practices to empower the intelligentised
transformation and upgrade of all sectors across the board.
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Summary of the Company’s Business

The Group has been engaged in the R&D of chips for over 25 years. In line with the objective to stay
atop of the industry with a special focus on proprietary key technologies for the end-to-end process of
chip production, we have continued to increase investment in core IP, architectural design, advanced seal
packaging and efficient development in digitalisation in ongoing improvement of our fundamental
capability in the R&D of chips to fulfill the role of a core platform for innovation. The Group’s full range of
high-performance products based on our advanced proprietary chip have helped carriers to build
evolution-ready 5G networks with maximum cost efficiency.

In connection with database, the Group has developed GoldenDB (distributed database) as one of its
proprietary innovative strategic products targeting the ICT sector. The product has been in stable
operation for more than three years as a core commercial application system at large commercial banks.
With its current commercial application covering a full range of bank services at major state-owned
banks, joint-stock banks, agricultural credit unions, city commercial banks and agricultural commercial
banks, it has become a mature and stable domestically manufactured financial-grade distributed database
leading in commercial application, and effort has been made to accelerate development of the carriers’
market for this product. GoldenDB was one of the first products with leading performance among peers
to have passed the accreditation test of the National Financial Technology Accreditation Centre in Beijing
with high scores, while a new edition for the year, GoldenDB v6.0, was launched as an replacement
version for core systems at major state-owned banks. Internal core R&D and management in respect of
the GoldenDB distributed database, as an exemplary model of the Group’s innovative R&D projects, has
been enhanced. Applications for more than 200 core patents have been made, and the project has won
the 2020 PMI (China) Project Management Award.

In connection with operating systems, the Group has achieved a range of results in core technologies
such as internal core, virtualisation and R&D tools, on the back of close to 20 years of proprietary R&D
effort. Systems developed by us are at the forefront of the world market in terms of real-time
performance, reliability and security, and we have developed a complete range of solutions for all
scenarios covering equipment types such as built-in device, server, desk-top system and terminal. The
Group’s operating system products are extensively used in the communication, automobile, electricity and
railway transportation sectors, as more than 200 million sets have been delivered worldwide by far. We
are committed to the provision of solid and reliable base software platforms with robust functions to
global customers. Our products have won the Class | Science and Technology Award of China Institute of
Communications and the Fourth China Industry Award.

In connection with wireless products, the Group is committed to creating green and intelligent 5G
networks of excellence with high performance catered to carrier customers and industry customers. We
have improved users’ senses, lowered network construction and increased the efficiency of frequency
spectrum on the network side by employing innovative technologies such as the novel three-dimensional
5G coverage plan, enhanced distributed antenna system and FAST. The Group teamed up with China
Unicom to publish the world’s first wireless intelligent scheduling scheme and completed demonstration
for commercial application in Dalian. The first 5G ATG ground-to-air inter-connection scheme in the
industry launched by the Group won the “Ground-to-Air Communication Vanguard Award” presented at
the Third China Civil Airline Aircraft Internet Connection Conference. PowerPilot, the Group’s base station
energy conservation scheme built upon Al technology, enabled 20% power saving over the entire network
and won the “Mobile Technology Innovation and Breakthrough Award” at the GTI Forum. Deployed for
commercial application at over 800,000 stations of more than 30 networks globally, the scheme is
capable of reducing annual carbon emission by 450,000 tonnes. As at 30 June 2021, the Group had
delivered more than 300,000 5G base stations in China and assisted large-scale 5G commercial
application by the domestic big three carriers in more than 240 cities, building benchmark 5G networks in
cities such as Beijing, Shanghai, Guangzhou and Shenzhen to deliver the experience of consecutive
coverage above the Gb level.

10
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For industry clients, we have empowered the industries with station-based computing-power engine and
wireless compartmentalised slicing, affording small and medium enterprises more autonomy and flexibility
for private 5G networks. Our 5G cloud core network enhancement plan is capable of fulfilling
differentiated requirements of the industry through framework enhancement, capability enhancement,
maintenance enhancement and three-dimensional safeguarding, empowering full-scenario 5G industry
applications with precision. The distributed precision cloud base supports full-scenario deployment and
offers consistent open capacity service planning for upper level applications, while fulfilling the
requirement of centralised cloud management and edge operation to assist in carriers’ creation of an
industry-oriented shared ecosystem.

The continued roll-out of 5G network construction has resulted in the co-existence of 2/3/4/5G networks
in the market and further complexity of the network. The Group launched the AIVO3.0 digitalisation
solution that could support full-scenario intelligent operation and rapidly incubate industry applications.
Currently, the digitalisation solution has been implemented in sectors such as marine operations, smart
factory, government affairs and port operation.

In the IP segment, the Group continued to upgrade its product competitiveness through proprietary chips
and software/hardware platforms. We provided WAN (city area + backbone)/DC end-to-end SRv6
programmable solution to assist carriers’ creation of ultra-wide, minimal and intelligent IP networks.
ZXR10 T8000, our flagship core router, has entered the core nodes of the CN2 backbone network of
China Telecom, while our IP products have won a 70% share for the SDN sections in China Mobile’s
phase Il network cloud. Through the built-in FlexE network processor and switch triplet chip, our 5G
bearer supporting ultra-low latency has been runaway leaders among peers in terms of real-scenario test
indicators, underpinned by outstanding performance in power consumption tests and an approximately
30% domestic market share.

In connection with optical transmission, the Group has forged a foundation for enhancing product
competitiveness through software/hardware platforms based on proprietary chips by increasing pre-R&D
investment in architecture, platform, chip and key technologies. The new optical network with intelligent
features and wide bandwidth has provided an ultra-wide, flexible and intelligent high-speed information
passage for the interconnection among clouds. Our unique Flex Shaping technology has facilitated a 30%
improvement in 100G+ transmission distance, making 100G+ deployment substantially easier and upgrade
substantially cheaper. Our smart OXC system has been named for the 2021 Lightwave Optical
Transmission Core Sector Award. Our domestic market share for 200G+ optical transmission was well
within the top two, as OXC has been put to commercial application in the provincial backbone
transmission network of China Mobile and large-scale deployment in the provincial backbone and local
networks of more than ten provinces, including Zhejiang, Guangdong, Jiangsu, Yunnan and others.

In fixed-line access, we introduced the first high-end router platform based on CLOS distributed
architecture for OLT (Optical Line Terminal). TITAN, our flagship product in optical access, was given a
Leader rating by GlobalData, as it claims the largest capacity and highest level of integration among
peers, with a five-in-one multi-module PON card single chip supporting 16-port PON access and
providing a level of integration twice as much as our peers do. Our optical access technology has twice
won the National Class Il Scientific and Technological Progress Award. As at 30 June 2021, the Group
had dispatched more 24 million units of PON OLT ports globally, while accounting for more than 40% in
each of the markets of the domestic big three carriers, including new market shares of over 40% for 10G
PON products. Our unique built-in blade server enabling integration of edge computing and access
equipment completed the verification process for OLT built-in MEC on-site network with China Unicom
Shandong as the first of its kind in the industry to do so, while also receiving the Layer123 Global
Assembly Innovation Award and BBWF Innovation Award. Leaping growth was reported for home
information terminal, with over 500 million units dispatched as at 30 June 2021 while ranking first globally
in terms of the volume of PON ONT dispatched. Our Wi-Fi6 products were put to large-scale application
in Japan, ltaly, Thailand and Spain. We completed trial operation and started commercial application of
our HOL (Home Optical LAN) in more than 20 provinces in the country.
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Summary of the Company’s Business

In the video business, the Group has been strongly engaged in the development of an integrated video-
enabled cloud platform that removes the barriers between different businesses and achieves functional
upgrade of existing businesses and new business incubation through a micro-service framework featuring
shared use of bottom-level resources, with an ongoing focus on breakthroughs in core technologies such
as low bitrate HD, ultra-low latency, large-scale bearer, intelligent applications, FOV, 2D (two-
dimensional) and 3D (three-dimensional), with a view to enhancing user experience and facilitating rapid
business innovation. In our safe office solution, the Smart W100 signature computer and SVC & AVC
integrated cloud meeting platform have helped industry users to rapidly realise digital transformation and
enhance efficiency. As a new passage for safe office, the uSmart W100 signature computer has received
the Red Dot Award 2021 of Germany. The video service has been focused on the financial sector,
striving to provide customers with sophisticated and stable video cloud liaison centre leading in
commercial applications to promote reform in financial technology. Thanks to the competitive edge of
CDN products and its leading position in commercial application, more than 150 bureau outlets have
been deployed globally with over 200 million users for the Big Video system in ongoing growth of market
share.

In the communication energy sector, as a pioneer in 5G power supply solutions, 1UX2U rectifier and 5G
power source with 1U high-density power distribution groups, the first of its kind in the industry, have
increased the power density of the complete set by 25%. Committed to ongoing innovation in smart
power supply for the communication industry and in active support of the nation’s “double carbon”
strategy, the Group was engaged with full effort in the construction of a “green, efficient, intelligent and
reliable” “zero carbon” energy network and the technological research and product R&D on “intelligent
solar power, intelligent conversion, intelligent lithium battery, intelligent power distribution and intelligent
temperature control”, with a view to supplying high-quality, low-carbon green energy solution to global
clients and leading the digital and intelligent transformation of traditional network energy infrastructure to
assist the evolution of global carrier networks to low-carbon and zero-carbon operation from power
generation to power consumption. As at 30 June 2021, the Group’s energy products and services were
supplied to more than 160 countries and regions, and its full range of 5G power sources are providing
power supply assurance to more than 300,000 5G stations around the world.

Data centre is one of the key products of the Group designed to assist the digitalisation-driven
transformation of industries. As a pioneer in full-module data centre, the Group built on the central idea
of prefabrication to break away from the fetters of the traditional data centre solution and creatively
construct a future-oriented prefabrication data centre solution, which can shorten the delivery period by
40% and reduce initial investment by 30%, helping customers to fly high in digitalisation in terms of eco-
friendliness, reliability, speed and intelligent features. As at 30 June 2021, the Group’s data centre
products had more than 300 project cases globally, with over 100,000 racks deployed in server rooms
with an aggregate GFA of more than 1.10 million square metres.

In 5G industry application, the 5G precision cloud net pedestal + building-block business components +
digital magical cube model for application developed by the Group on the back of its practical
implementation is capable of rapid replication to empower third parties, thereby helping industries to
transform and upgrade. In the first half of 2021, the Group became one of the first companies to pass
the “Trusted Digitalisation Service Assessment” of CAICT and received the certificate of “Competence in
Digital Infrastructure Integrated Cloud Platform Service”, as we published the “Sophistication model for
competence and operational effect in corporate IT digitalisation”, “Requirements for trusted digitalisation
service competence” and “Digital transformation solution” to provide specific standards and solutions for
digital transformation of industries. We also teamed up with 500+ partners to engage in extensive 5G+
innovative practices in 15 sectors, such as electronic manufacturing, steel, metallurgy, mining, electric
power, rail transportation, port, new media and cultural tourism, establishing more than 60 exemplary
projects across the globe.
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In connection with industrial operation, the Group succeeded in “manufacturing 5G by employing 5G”, as
it built an exemplary base for 5G intelligent manufacturing in Binjiang, Nanjing and passed solutions for
5G+ visual quality inspection of machinery, 5G+ intelligent warehousing and logistics and 5G+ data
collection and analysis, helping clients such as SANY, Yunnan Shenhuo, Moutai Group and Angang Steel
to add value with an all-encompassing approach involving endpoints, networks, clouds, and operations. In
the energy sector, the Group has launched the 5G smart mining network solution and created a
dedicated mining network ecosystem with industry leaders such as China Coal Technology Engineering,
while assisting Shaanxi Coal and Shanxi Coal to develop exemplary projects. Our 5G private power
network solution has been extensively employed by State Grid and Southern Power Grid, while an
integrated model zone for 5G intelligent power grid, the largest of its kind in China, has been built in
Guangzhou in association with Southern Power Grid and China Mobile. In the transportation sector, the
Group has served as the enabler of intelligent transport pivoting on its connection and hash-rate
capabilities, facilitating the sector debut of the city rail 5G wireless communication solution at Guangzhou
Metro and Fuzhou Metro. Elsewhere, the world’s first smart port has been built in association with China
Unicom and Tianjin Port with the successful commencement of 5G remote bridge control and 5G smart
cargo handling service. In new media and cultural tourism, the 5G cloud XR commercial complex solution
has been developed in cooperation with China Telecom for application at more than 100 commercial
complexes nationwide. The “packaged 5G+ video solution for the 2nd National Youth Games”
implemented jointly with Shanxi Cable and Broadcasting and China Mobile Shanxi has received a class |
award at the first Hi-tech Video Innovation and Application Contest 2021. In cyber security, the “Project
for testing, inspection and defense against advanced, continuous threats and attacks” developed under
the leadership of the Group has received the United Nations WSIS Champion Award, making us the only
Chinese company in the information security sector to have received this honour. We have also
witnessed the debut of the “Cloud-based quantum security service middleware”, as well as completed the
interconnection of experimental bureaus in Beijing and Shanghai in cooperation with CAS Quantum
Communication Network Corporation.

The Group is positioned within the first quadrant in terms of global patents and a major contributor and
participant in the technology research and standard formulation for global 5G. As at 30 June 2021, the
Group had approximately 80,000 patents under application globally, and approximately 40,000 patents
had been licensed globally. Among them, there were close to 4,400 chips were under patent application
and approximately 1,950 chip patents had been licensed. We had filed patent applications for close to
4,400 chips and granted patents for over 1,950 of them. According to the report published by
international patent data company IPlytics in February 2021, ZTE ranked third globally in terms of the
number of declared 5G SEP (standard essential patents) disclosed to ETSI. In the first half of 2021, one
patent of the Group won the 22nd China Patent Gold Award as the only gold awardee in the
communication industry. The Group has by far garnered 9 gold awards, 2 silver awards and 36
excellence awards in the China Patent Awards and 22 awards in the Guangdong Provincial Patent
Awards.

The Group is a member of more than 70 international organisations and forums for standardisation, such
as ITU (International Telecommunication Union), 3GPP (third generation partnership programme), ETSI
(European Telecommunications Standards Institute), NGMN (The Next Generation Mobile Networks), |IEEE
(Institute of Electrical and Electronics Engineers), and CCSA (The China Communications Standards
Association), a board member in numerous organisations such as GSA (Global Suppliers’ Alliance) and
ETSI, while more than 60 specialists served in key roles such as chairmen and reporters of leading
international standardisation organisation, having submitted more than 100,000 propositions and research
papers for international or domestic standardisation by far.
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FINANCIAL RESULTS

Please refer to page 83-84 of this report for the results of the Group for the six months ended 30 June 2021.

(1)

REVIEW OF BUSINESS FOR THE FIRST HALF OF 2021

Overview of the domestic telecommunications industry for the first half of 2021

The domestic telecommunication industry sustained stable development during the first half of
2021. According to the data published by the Ministry of Industry and Information Technology of the
PRC (“MIIT”), the domestic telecommunications sector reported revenue of RMB753.3 billion for the
first six months of 2021, representing year-on-year growth of 8.7%. Rapid growth was also
sustained in domestic mobile Internet access traffic flow with an average mobile Internet access
traffic volume (DOU) of 13.5 GB per user per month for June 2021, representing year-on-year
growth of 33.4%.

Large-scale commercial application of 5G independent networks in China has been realised. As at
30 June 2021, a total of 961,000 5G base stations had come into operation, covering all cities in the
nation at the prefecture level or above. Approximately 365 million users were connected to 5G
terminals, while there were 14.23 million users of fixed-line Internet broadband access with a speed
of 1 GB or above. 5G was firstly applied in a number of sectors, such as industry, transportation,
energy, medical care, education and media. The application scenarios for “5G+ Industrial Internet”
continued to expand with the completion of close to 1,600 “5G+ Industrial Internet” projects in
China, playing an important role in the digital, Internet-based and intelligent transformation and
upgrade of the physical economy.

Source: MIIT
Overview of the global telecommunications industry for the first half of 2021

Global telecommunication investment was generally stable, with ongoing growth in the number of
carriers investing in 5G networks. According to the statistics of Global mobile Suppliers Association
(GSA), 169 carriers in 70 countries or regions across the globe had launched 5G commercial
services as at mid-March 2021, increasing by 11 countries and 29 carriers as compared to
December 2020.

During the first half of 2021, global smart phone sales sustained rapid growth. According to the data
published by consulting company Omdia, approximately 650 million smart phones were dispatched
during the first half of 2021, a 17.4% growth, year-on-year. Global smartphone penetration rate was
further increased, while mobile applications (including video, social media, online shopping, mobile
payment and online education) became vastly popular. Digital transformation became increasingly
important for corporations, which sought to improve corporate operating efficiency through business
process and management optimisation and enhance user experience by bolstering innovative ability
with the aid of information technology.

Operating results of the Group for the first half of 2021

For the first half of 2021, the Group reported operating revenue of RMB53.071 billion, representing
a year-on-year increase of 12.44%, as it persisted in the focus on its principal businesses and
pursued vigorous business expansion based on technological innovation with an emphasis on
operational quality, amidst challenges as well as opportunities in both the internal and external
environments. Year-on-year growth in operating revenue was reported for both the domestic market
and the international market, as well as for government and corporate business and consumer
business, while carriers’ network was largely unchanged as compared to the same period last year.
Net profit attributable to holders of ordinary shares of the listed company for the first half of 2021
amounted to RMB4.079 billion, increasing by 119.60%, year-on-year. Basic earnings per share
amounted to RMBO0.88.

14



(1)

2

ZTE CORPORATION INTERIM REPORT 2021

By market
The domestic market

For the reporting period, the Group’s operating revenue from the domestic market amounted
to RMB35.955 billion, accounting for 67.75% of the Group’s overall operating revenue. During
the first half of 2021, the Group achieved growth in both market pattern and market share, as
it seized opportunities for development in 5G and new infrastructure to empower digital
transformation in various industries.

The international market

For the reporting period, the Group’s operating revenue from the international market
amounted to RMB17.116 billion, accounting for 32.25% of the Group’s overall operating
revenue. During the first half of 2021, uncertainties prevailed in the epidemic situation in
overseas countries, posing considerable pressure and challenge for overseas
telecommunication network investment, 5G progress and network construction in the short
term. However, the pandemic has also driven the demand for communication, as individuals
and corporations have spent more time on online socialising, online shopping and remote
office. The Group reported overall stability in its international operations, overcoming
difficulties and addressing uncertainties as it mitigated the impact of overseas epidemic
through the employment of ICT technologies, staff localisation and efficient industry chain
coordination.

By business segment

For the reporting period, the Group’s operating revenue for carriers’ network, government and
corporate business and consumer business amounted to RMB35.052 billion, RMB5.667 billion
and RMB12.352 billion, respectively.

Carriers’ network

The Group has been focusing on customer value with ongoing effort in innovative
breakthrough. In connection with wireless products, the Group was actively involved in global
5G construction and 4G modernisation conversion through a range of innovative products and
solutions, helping carriers to build wireless networks with superior performance and efficiency.
In connection with wireline products, our technological edge was becoming apparent with
further optimisation in our domestic and international market pattern, as our full range of end-
to-end 5G bearer products were deployed in large-scale, while we continued to maintain a
leading position the optical network carriers’ market. Our end-to-end FTTP solution continued
to receive the highest “Leader” rating by GlobalData, while we won the bids for the supply of
core routers to China Telecom’s CN2 backbone network and China Mobile’s centralised
procurement for high-end routers. In connection with video products, the total number of video
system users exceeded 200 million, as we continued to gain in market share. The Group
actively implemented the “double carbon” strategy to help carriers in the building of end-to-
end low-carbon green networks and consistently empowered energy conservation and
emission reduction for vertical sectors.

Government and corporate business

During the first half of 2021, the Group’s government and corporate business was focused on
the energy, transport, government affair, finance, Internet and major corporation sectors.
Notable overall business growth was reported, as we actively deployed our business in new
infrastructure, 5G industry application and corporate digital transformation and upgrade on the
back of the “precision cloud network” and “empowering platform”. Our core products and
solutions, such as transmission, wireless, data centre, server and storage, corporate network,
office security and distributed database were given extensive applications in the government
and corporate market, thereby forming a sound cloud network ecosystem.
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Consumer business

During the first half of 2021, the Group conducted a series of renovation of the brands,
products and channels under its consumer business. The ZTE handset continued to take on a
tech-savvy, high-quality and youthful brand image with the launch of the ZTE Axon 30 5G
Series, its flagship product for the year. The series features ZTE Axon 30 Ultra 5G, which is
equipped with a Trinity image system supported by three main cameras and four arrays. Our
5G mobile Internet products have established their presence in more than 30 countries and
regions, while our home information terminal and integrated innovative terminal retained their
global leading position in the industry.

(1) MANAGEMENT DISCUSSION AND ANALYSIS OF OPERATIONS

The financial data below are extracted from the Group’s unaudited financial statements. The following
discussion and analysis should be read in conjunction with the Group’s financial statements and the
accompanying notes thereto.

1. Breakdown of indicators by industry, business segment and region and comparison with the
same period last year

Unit: RMB in thousands

Year-on-
year
Year-on- Year-on- increase/
year year decrease in
As a increase/ increase/ gross profit
percentage decrease in decrease in margin
Operating of operating Operating Gross profit operating operating (percentage
Revenue mix revenue revenue costs margin revenue costs points)
I. By industry
Manufacturing of
communication
equipment 53,070,970 100% 33,892,782 36.14% 12.44% 7.88% 2.71
Total 53,070,970 100% 33,892,782 36.14% 12.44% 7.88% 2.71
Il. By business
Carriers’ network 35,051,703 66.05% 20,038,165 42.83% 0.23% (9.98%) 6.49
Government and
corporate business 5,666,935 10.68% 4,074,653 28.10% 17.65% 17.93% (0.17)
Consumer business 12,352,332 23.27% 9,779,964 20.82% 66.63% 71.51% (2.26)
Total 53,070,970 100% 33,892,782 36.14% 12.44% 7.88% 2.71
Ill. By region
The PRC 35,954,824 67.75% 22,653,606 36.99% 13.24% 3.39% 6.00
Asia (excluding the PRC) 7,140,276 13.45% 4,473,451 37.35% 3.14% 16.01% (6.95)
Africa 2,351,270 4.43% 1,160,071 50.66% (6.80%) 1.10% (3.86)
Europe, Americas and
Oceania 7,624,600 14.37% 5,605,654 26.48% 27.03% 24.46% 1.52
Total 53,070,970 100% 33,892,782 36.14% 12.44% 7.88% 2.71
(1) Analysis of change in revenue

The Group reported RMB53,070,970 thousand in operating revenue for the first half of 2021,
increasing by 12.44% as compared with the same period last year. Operating revenue
generated from the domestic business amounted to RMB35,954,824 thousand, increasing by
13.24% as compared with the same period last year. Operating revenue generated from the
international business amounted to RMB17,116,146 thousand, increasing by 10.80% as
compared with the same period last year.
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Analysed by business segment, the Group reported a year-on-year increase in operating
revenue for the first half of 2021, reflecting mainly the growth in revenue from government and
corporate business and consumer business over the same period last year. Operating revenue
from carriers’ network was largely unchanged compared to the same period last year. The
government and corporate business reported a 17.65% year-on-year increase in operating
revenue compared to the same period last year, reflecting mainly the growth in revenue of
domestic subsidiaries and the domestic server business over the same period last year. The
consumer business reported a 66.63% year-on-year increase in operating revenue compared to
the same period last year, reflecting mainly the growth in revenue from home terminals and
handset products over the same period last year.

Analysis of operating cost and gross profit

Operating cost of the Group for the first half of 2021 increased by 7.88%, year-on-year, to
RMB33,892,782 thousand, reflecting mainly the year-on-year growth in cost for government
and corporate business and consumer business.

The Group’s overall gross profit margin increased by 2.71 percentage points, year-on-year, to
36.14% for the first half of 2021, which was attributable mainly to the growth in gross profit
margin for carriers’ network. The gross profit margin for carriers’ network increased by 6.49
percentage points to 42.83%, compared to 36.34% for the same period last year, reflecting
mainly the increase in the gross profit margin of 5G products. The gross profit margin for
government and corporate business was 28.10%, largely unchanged compared to 28.27% for
the same period last year. The gross profit margin for consumer business was 20.82%,
decreasing by 2.26 percentage points compared to 23.08% for the same period last year,
reflecting mainly the decline in the gross profit margin of home terminal products and handset
products in the international market.

Changes in the scope of consolidation for the reporting period as a result of changes in
equity interests in the Company’s subsidiaries and analysis of operating revenue and

operating costs for the comparable period last year

Unit: RMB in thousands

Six months ended Six months ended Year-on-year

30 June 2021 30 June 202QNet increase/
Year-on-year Year-on-year decrease in

increase/ increase/  gross profit

Gross Gross decrease in  decrease in margin

Operating Operating profit Operating Operating profit operating operating  (percentage
revenue costs margin revenue costs margin revenue costs points)
53,070,970 33,892,782 36.14% 47,121,021 31,359,866  33.45% 12.63% 8.08% 2.69

Note: Figures of operating revenue and operating costs for the six months ended 30 June 2020 are stated after exclusion
of operating revenue and operating costs of subsidiaries deconsolidated for the six months ended 30 June 2021.

Xi’an Zhongxing Jingcheng Technology Company Limited, ZTE Switzerland AG and Xiamen
Zhenkun New Energy Auto Company Limited completed industrial and commercial
deregistration in February 2021, March 2021 and June 2021, respectively, and have been
excluded from the consolidated financial statements of the Group as from the dates of
completion of industrial and commercial deregistration.

The Company completed the disposal of 90% equity interests in its subsidiary, Caltta
Technologies Co., Ltd. (“Caltta”) and Netas Bilisim Teknolojileri Anonim Sirketi, a subsidiary of
the Company, completed the disposal of 100% equity interests in NetRD Bilgi Teknolojiler ive
Telekomunikasyon A.S. in March 2021. Caltta and its subsidiaries and NetRD Bilgi Teknolojiler
ive Telekomunikasyon A.S. have been excluded from the consolidated financial statements of
the Group as from March 2021.
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2. Research and development expenditure of the Group

Unit: RMB in thousands
Six months Six months Year-on-year
ended ended increase/
Item 30 June 2021 30 June 2020 decrease
Amount of R&D expenditure 8,861,406 6,637,376 33.51%
R&D expenditure as a percentage of Increased by
operating revenue 2.64 percentage
16.70% 14.06% points
Amount of capitalised R&D expenditure 1,059,622 1,112,693 (4.77%)
Capitalised R&D expenditure as a Decreased by
percentage of R&D expenditure 4.80 percentage
11.96% 16.76% points

The year-on-year growth in the Group’s research and development costs for the first half of 2021
was attributable mainly to the Group’s continuous investment in core technologies such as 5G
wireless, core network, bearer, access and chips. Research and development expenditure as a
percentage of operating revenue increased by 2.64 percentage points to 16.70% as compared to
14.06% for the same period last year.

Breakdown of the Group’s expenses by principal items

Unit: RMB in thousands

Six months Six months Year-on-year

ended ended increase/

Item 30 June 2021 30 June 2020 decrease
Selling and distribution expenses 4,169,804 3,940,595 5.82%
Administrative expenses 2,543,538 2,265,126 12.29%
Finance expenses 480,702 632,833 (24.04%)
Income tax 976,350 517,590 88.63%

The year-on-year growth in the Group’s selling and distribution expenses for the first half of 2021
was attributable mainly to the increase in the Group’s advertising and promotion expenses for the
period. Selling and distribution expenses as a percentage of operating revenue decreased by 0.49
percentage point to 7.86%, compared to 8.35% for the same period last year.

The year-on-year growth in administrative expenses of the Group for the first half of 2021 reflected
the combined effect of lower expenses for the same period last year under the impact of the
epidemic and the increase in share option incentive cost for the current period. Administrative
expenses as a percentage of operating revenue was 4.79%, generally unchanged as compared to
4.80% for the same period last year.

The year-on-year decrease in finance costs of the Group for the first half of 2021 was attributable
mainly to the decrease in the Group’s net interest expense for the period.

The year-on-year growth in the Group’s income tax expense for the first half of 2021 was
attributable mainly to the increase in the Group’s profit for the period.
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Other items of the Company’s profit components

Unit: RMB in thousands

Six months Six months Year-on-year

ended ended increase/

Item 30 June 2021 30 June 2020 decrease

Other gains 1,267,706 860,171 47.38%

Investment income 703,109 30,257 2,223.79%

Gains/losses from changes in fair value 874,661 377,724 131.56%
Credit impairment losses (loss indicated

as a negative value) (125,249) (274,761) (54.42%)
Asset impairment losses (loss indicated

as a negative value) 40,928 (146,085) (128.02%)

The year-on-year growth in other gains for the first half of 2021 was attributable mainly to the
increase in the Group’s software VAT refund for the period.

The year-on-year growth in investment income for the first half of 2021 was attributable mainly to
the Group’s transfer of equity interest in Caltta during the period.

The year-on-year growth in gains/losses from changes in fair value for the first half of 2021 was
attributable mainly to gain on fair-value remeasurement at the end of period of the Group’s

derivative investment for the period versus loss for the same period last year.

The year-on-year decrease in credit impairment losses for the first half of 2021 was attributable
mainly to the decrease in impairment for the Group’s trade receivables for the period.

The year-on-year decrease in asset impairment losses for the first half of 2021 was attributable
mainly to the reversal of impairment provision for the Group’s dispatch of goods for the period.

Breakdown of the Group’s cash flow

Unit: RMB in thousands

Six months Six months Year-on-year
ended ended increase/
Item 30 June 2021 30 June 2020 decrease
Sub-total of cash inflows from
operating activities 63,326,655 56,586,446 11.91%
Sub-total of cash outflows from
operating activities 56,298,220 54,545,676 3.21%
Net cash flows from operating activities 7,028,435 2,040,770 244.40%
Sub-total of cash inflows from investing
activities 5,077,686 1,810,774 180.42%
Sub-total of cash outflows from
investing activities 11,759,123 9,458,696 24.32%
Net cash flows from investing activities (6,681,437) (7,647,922) 12.64%
Sub-total of cash inflows from financing
activities 20,796,602 47,536,790 (56.25%)
Sub-total of cash outflows from
financing activities 12,007,418 33,606,453 (64.27%)
Net cash flows from financing activities 8,789,184 13,930,337 (36.91%)
Net increase in cash and cash
equivalents 8,981,054 8,469,212 6.04%
Closing balance of cash and cash
equivalents 40,384,110 36,975,012 9.22%
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For the reasons underlying the difference between the net cash flow and net profit generated by the
Group’s operating activities during the reporting period, please refer to the section headed
“Supplemental information on cash flow statement” under Note V.57 to the financial statements.

The year-on-year growth in Group’s net cash inflow from operating activities for the first half of
2021 was attributable mainly to the increase in the Group’s cash received for the sales of goods
and provision of labour service for the period.

The year-on-year decrease in Group’s net cash outflow from investing activities for the first half of
2021 was attributable mainly to the disposal of subsidiaries and decrease in net investment
expenses for the period.

The year-on-year decrease in Group’s net cash inflow from financing activities for the first half of
2021 was attributable mainly to the Group’s non-public issuance of A shares for the same period
last year.

Cash and cash equivalents of the Group as of 30 June 2021 amounted to RMB40,384,110 thousand
held mainly in RMB, with the remaining held in USD, EUR, JPY and other currencies.

6. Analysis of the Group’s assets and liabilities
(1) Change in assets and liabilities
Unit: RMB in thousands

Year-on-year

increase/
As at 30 June 2021 As at 31 December 2020 decrease in
As a As a percentage of
percentage percentage  total assets
of total of total  (percentage
Item Amount assets Amount assets points)
Total assets 165,902,117 100% 150,634,906 100% —
Cash 50,050,246 30.17% 35,659,832 23.67% 6.50
Trade receivables 14,566,155 8.78% 15,891,020 10.55% (1.77)
Contract assets 7,338,889 4.42% 8,926,411 5.93% (1.51)
Inventories 34,618,885 20.87% 33,689,306 22.36% (1.49)
Investment properties 2,036,112 1.23% 2,035,234 1.35% 0.12)
Long-term equity
investments 1,757,495 1.06% 1,713,803 1.14% (0.08)
Fixed assets 11,613,744 7.00% 11,913,942 7.91% (0.91)
Construction in
progress 1,169,589 0.70% 1,039,900 0.69% 0.01
Right-of-use assets 887,511 0.53% 1,047,210 0.70% (0.17)
Short-term loans 12,925,345 7.79% 10,559,160 7.01% 0.78
Contract liabilities 18,051,874 10.88% 14,998,172 9.96% 0.92
Long-term loans due
within one year 5,656,000 3.41% 2,104,677 1.40% 2.01
Long-term loans 24,243,486 14.61% 22,614,304 15.01% (0.40)
Lease liabilities 637,791 0.38% 718,186 0.48% (0.10)

(2) Major overseas assets

O Applicable v'N/A
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Assets and liabilities measured at fair value

Unit: RMB in thousands

Gains/
losses Cumulative
arising from  fair value Amount Amount
fair value change Impairment purchased disposed of
Opening change for dealt with charge for for the for the Closing
Item balance the period in equity the period period period balance
Financial assets
Including: 1. Financial assets at fair
value through profit
or loss (excluding
derivative financial
assets) 1,036,906 586,708 - - 194,000 814,703 1,246,342
2. Derivative financial
assets 36,118 143,840 4) - - - 179,954
3. Other debt
investment 1,970,624 - - 3,025 8,644,545 3,860,727 6,751,417
4. Investment in other
equity instruments 1,536,741 21,090 - - - 25,136 1,372,893
Sub-total of financial assets 4,580,389 751,638 (4) 3,025 8,838,545 4,700,566 9,550,606
Investment properties 2,035,234 878 - - - — 2,036,112
Productive living assets - - - - - - -
Others - - - - - - -
Total 6,615,623 752,516 4) 3,025 8,838,545 4,700,566 11,586,718
Financial liabilitiesNet (153,961) 122,145 37) - - - (31,853)

Note: Financial liabilities included trading financial liabilities.

Assets of the Group are stated at historical costs, except for derivative financial instruments,
equity and debt investments at fair value through profit and loss, investment properties and
receivables at fair value through other comprehensive income, which are measured at fair
value.

There was no significant change to the measurement attributes of the principal assets of the
Group during the reporting period.

For details of assets of the Company subject to restrictions in ownership or use as at the
end of the reporting period, please refer to Note V.58 “Assets subject to restrictions in
ownership or use” to the financial statements.

Analysis of investments

(1)

2

Overview

The Company’s long-term equity investments at the end of the reporting period amounted to
approximately RMB1,757,495 thousand, representing a 23.34% decrease compared to
approximately RMB2,292,452 thousand as at 30 June 2020. Other third-party investments
amounted to approximately RMB2,619,235 thousand, representing a 0.87% increase compared
to approximately RMB2,596,764 thousand as at 30 June 2020.

The Company did not conduct any significant equity investment or significant non-equity
investment during the reporting period.
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(3) Investment in financial assets

@  Investment in securities

A. Investment in securities as at the end of the reporting period

Unit: RMB in ten thousands

Gains/loss  Cumulative
Book value arising from fair value Amount Amount  Gain/loss

atthe  fair value change  purchased disposed for the  Book value
Type of Initial ~ Accounting beginning of  change for  accounted  during the  during the  reporting at the end of  Accounting
securities  Stock code Stock name investment  method the period  the period for in equity period period period  the period  classification Source of funds
Stock 002579 China Eagle Electronic"®' 1,382.31  Fair-value 1,208.08 135.32 - - 324.64 80.78 959.44  Available-for-sale Issue fund
measurement financial assets
Stock 688639 Huaheng Biotech' 2,396.88  Fair-value 9545.46  16,419.22 - - - 16,621.81 25,964.68  Available-for-sale Issue fund
measurement financial assets
Stock 688019 Anji Technology"“*s? 1,679.35  Fair-value 26,609.50 (1,755.33) - - 3,633.59 1,511.57 24,665.40  Available-for-sale Issue fund
measurement financial assets
Stock 688300 NOVORAY"ete 2 1,000.83  Fair-value 4,683.00 (2,952.91) - - 5,212.07 1,240.41 869.64  Available-for-sale Issue fund
measurement financial assets
Stock 688595  Chipsea Technologies"? 1,955.00  Fair-value 11,422.78 4,067.62 - - - 412632 15490.40  Available-for-sale Issue fund
measurement financial assets
Stock 688135 Leadyo"'e? 1,999.78  Fair-value 6,858.73 2,153.04 - - - 2,218.22 9,011.77  Available-for-sale Issue fund
measurement financial assets
Stock 688630 Circuit Fabology"=? 2,000.00  Fair-value 3,781.41 30,904.47 - - - 30,904.47 34,685.88  Available-for-sale Issue fund
measurement financial assets
Stock 301000 Hajime'ete® 3,037.50  Fair-value 3,279.11 9,707.89 - - - 9,707.89  12,987.00  Available-for-sale Issue fund
measurement financial assets
Stock ENA: TSV Enablence Technologies"* 3,583.26  Fair-value 714.87 28.15 - - - 28.15 743.02  Other non-current Internal funds
measurement financial assets
Other securities investments held at the end of the period - - - - - - - - - - -
Total 19,03491 - 68,102.94  58,707.47 - - 9,170.30  66,439.62 125377.28 — -
Note 1:  The Company and Jiaxing Xinghe Venture Investment Management Company Limited, a wholly-
owned subsidiary of ZTE Capital, held in aggregate 31.79% equity interests in Jiaxing Fund, a
partnership reported in the consolidated financial statements of the Company. Figures
corresponding to China Eagle Electronic and Huaheng Biotech are provided with Jiaxing Fund as
the accounting subject.
Note 2:  The Company and Changshu Changxing Capital Management Company Limited, a wholly-owned
subsidiary of ZTE Capital, held in aggregate 25.83% equity interests in Zhonghe Chunsheng
Fund Ill, a partnership reported in the consolidated financial statements of the Company. Figures
corresponding to Anji Technology, NOVORAY, Chipsea Technologies, Leadyo and Circuit
Fabology are provided with Zhonghe Chunsheng Fund Ill as the accounting subject.
Note 3:  Figures corresponding to Hajime are provided with Jiaxing Fund and Zhonghe Chunsheng Fund
Ill as the accounting subject.
Note 4:  The initial investment for the acquisition of Enablence Technologies shares by ZTE HK, a wholly-

owned subsidiary of the Company, on 6 January 2015 amounted to CAD2.70 million, equivalent
to approximately RMB13,931,000 based on the Company’s foreign currency statement book
exchange rate (CAD1: RMB5.15963) on 31 January 2015. The initial investment amount for the
acquisition of shares in Enablence Technologies on 2 February 2016 was CAD4.62 million,
equivalent to approximately RMB21,901,600 based on the Company’s foreign currency statement
book exchange rate (CAD1: RMB4.74060) on 29 February 2016. The book value of the
investment as at the end of the reporting period was approximately HKD8,932,700, equivalent to
approximately RMB7,430,200 based on the Company’s foreign currency statement book
exchange rate (HKD1: RMB0.8318) on 30 June 2021.
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Details in investment in securities during the reporting period

a.

Shareholdings in China Eagle Electronic

During the first half of 2021, Jiaxing Fund transferred 265,900 shares in China
Eagle Electronic (a company listed on the Shenzhen Stock Exchange). As at
the end of the reporting period, Jiaxing Fund held 957,300 shares (after the
equity distribution in 2020) in China Eagle Electronic, a company listed on the
Shenzhen Stock Exchange, accounting for 0.16% of the total share capital of
China Eagle Electronic.

Shareholdings in Huaheng Biotech

On 22 April 2021, Huaheng Biotech, an investee company of Jiaxing Fund,
was listed on the STAR Market of the Shanghai Stock Exchange. As at the
end of the reporting period, Jiaxing Fund held 6,011,600 shares in Huaheng
Biotech, accounting for 5.57% of the total share capital of Huaheng Biotech.

Shareholdings in Anji Technology

During the first half of 2021, Zhonghe Chunsheng Fund Il transferred 100,500
shares in Anji Technology (a company listed on the STAR Market of the
Shanghai Stock Exchange). As at the end of the reporting period, Zhonghe
Chunsheng Fund Il held 793,000 shares in Anji Technology, accounting for
1.49% of the total share capital of Anji Technology.

Shareholdings in NOVORAY

During the first half of 2021, Zhonghe Chunsheng Fund Il transferred 859,700
shares in NOVORAY (a company listed on the STAR Market of the Shanghai
Stock Exchange). As at the end of the reporting period, Zhonghe Chunsheng
Fund Ill held 140,300 shares in NOVORAY, accounting for 0.16% of the total
share capital of NOVORAY.

Shareholdings in Chipsea Technologies

As at the end of the reporting period, Zhonghe Chunsheng Fund Il held
1,956,500 shares in Chipsea Technologies (a company listed on the STAR
Market of the Shanghai Stock Exchange), accounting for 1.96% of the total
share capital of Chipsea Technologies.

Shareholdings in Leadyo

As at the end of the reporting period, Zhonghe Chunsheng Fund Il held
1,776,000 shares in Leadyo (a company listed on the STAR Market of the
Shanghai Stock Exchange), accounting for 1.30% of the total share capital of
Leadyo.

Shareholdings in Circuit Fabology

On 1 April 2021, Circuit Fabology, an investee company of Zhonghe
Chunsheng Fund Ill, was listed on the STAR Market of the Shanghai Stock
Exchange. As at the end of the reporting period, Zhonghe Chunsheng Fund IlI
held 4,999,900 shares in Circuit Fabology, accounting for 4.14% of the total
share capital of Circuit Fabology.
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h. Shareholdings in Hajime

On 28 May 2021, Hajime, an investee company of Jiaxing Fund and Zhonghe
Chunsheng Fund Ill, was listed on the GEM of the Shenzhen Stock Exchange.
As at the end of the reporting period, Jiaxing Fund and Zhonghe Chunsheng
Fund 1l held 2,000,000 shares in Hajime, accounting for 3.75% of the total
share capital of Hajime.

i Shareholdings in Enablence Technologies

ZTE HK, a wholly-owned subsidiary of the Company, entered into a
Subscription Agreement with Enablence Technologies on 4 December 2014.
ZTE HK subscribed for 18 million shares issued by Enablence Technologies
on 6 January 2015 for a total investment of CAD2.70 million. ZTE HK entered
into a Subscription Agreement with Enablence Technologies on 27 January
2016. On 2 February 2016, ZTE HK subscribed for 77 million shares issued by
Enablence Technologies for a total investment of CAD4.62 million. As at the
end of the reporting period, ZTE HK held 95,000,000 shares in Enablence
Technologies, accounting for 14.80% of its total share capital.

J- Save as aforesaid, the Group did not invest in non-listed financial enterprises
such as commercial banks, securities companies, insurance companies, trusts
or futures companies, or conduct securities investment such as dealing in
stocks of other listed companies during the reporting period.

@  Entrusted fund management

a. General information of the Group’s entrusted fund management during the reporting
period is set out in the table below:

Unit: RMB ten thousand

Impairment

amount

provided for

financial

management

products

that has not

been

Overdue and recovered

Amount Outstanding unrecovered after the due
Product type Source of funds incurredNot’ balance amount date

Bank financial product Internal funds 67,900 — - -
Total 67,900 - - -

Note 1:  The amount incurred under entrusted management represents the maximum daily balance under
entrusted fund management during the reporting period, namely, the maximum value of the daily
outstanding aggregate balance under entrusted fund management during the reporting period.

b. High-risk entrusted fund management with individually material amounts, low level
of security, poor liquidity or non-guaranteed repayment.

O Applicable v'N/A

C. Any principal amount under the Group’s entrusted fund management expected to be
irrecoverable or other situations that might result in impairment.

O Applicable v'N/A
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@  Derivative investments

Unit: RMB in ten thousands

Closing balance of
investment

amount as a

percentage of net
Initial investment Opening Amount Amount  Impairment assets'®*? of the ~ Actual profit
Whether a amount in the balance of purchased  disposed of provision Closing balance ~ Company at the  or loss for
Name of party operating  Connected d Type of derivati ivati investment during the  during the amount  of investment end of the period the reporting
the derivative i relationship i ote 1 Start date  End date amount*+? period period (if any) amount (%) period
Financial institution N/A No Foreign exchange - 20207114 2022/6/30 676,363.83 85486447  886,478.04 - 644,750.26 13.73% 19,464.86

derivatives

Financial institution N/A No Interest rate derivatives — 2021/6/26 202212126 295429 - 738.57 - 221572 0.05% 1.98
Total - - - 679,318.12 854,864.47  887,216.61 - 646,965.98 13.78% 19,466.84

Source of funds for derivative investment
Litigation (if applicable)

Date of announcement of the Board of
Directors in respect of the approval of
derivative investments (if any)

Date of announcement of the general
meeting in respect of the approval of
derivative investments (if any)

Risk analysis and control measures
(including but not limited to market risks,

Internal funds
Not involved in any litigation

“Announcement Resolutions of the Fifteenth Meeting of the Eighth
Session of the Board of Directors” and “Overseas Regulatory
Announcement Announcement on the Application for Derivative
Investment Limits for 20207, both dated 27 March 2020, and
“Announcement Resolutions of the Thirty-third Meeting of the Eighth
Session of the Board of Directors” and “Overseas Regulatory
Announcement Announcement on the Application for Derivative
Investment Limits for 2021,” both dated 16 March 2021.

“Announcement on Resolutions of the 2019 Annual General
Meeting” dated 19 June 2020 and “Announcement on Resolutions
of the 2020 Annual General Meeting” dated 25 June 2021.

Value-protection derivative investments were conducted by the
Company during the first half of 2021. The major risks and control

liquidity risks, credit risks, operational risks measures are discussed as follows:

and legal risks) in respect of derivative
positions during the reporting period

1. Market risks: Gains or losses arising from the difference
between the exchange rate for settlement of value protection
derivative investment contracts and the exchange rate
prevailing on the maturity date will be accounted for as gains
or losses on revaluation for each accounting period during the
effective period of the value-protection derivative investments.
Effective gains or losses shall be represented by the
accumulative gains or losses on revaluation on the maturity
date;

2. Liquidity risks: The value-protection derivative investments of
the Company were based on the Company’s budget of foreign
exchange income and expenditure and foreign exchange
exposure and these investments matched the Company’s
actual foreign exchange income and expenditure to ensure
sufficient fund for settlement on completion. Therefore, their
impact on the Company’s current assets was insignificant;
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3. Credit risks: The counterparties of the derivative investment
trades of the Company are banks with sound credit ratings
and long-standing business relationships with the Company
and therefore the transactions were basically free from
performance risks;

4. Other risks: Failure of personnel in charge to operate derivative
investments in accordance with stipulated procedures or fully
understand information regarding derivatives in actual
operation may result in operational risks; obscure terms in the
trade contract may result in legal risks;

5. Control measures: The Company addressed legal risks by
entering into contracts with clear and precise terms with
counterparty banks and strictly enforcing its risk management
system. The Company has formulated the “Risk Control and
Information Disclosure System relating to Investments in
Derivatives” that contains specific provisions for the risk
control, approval procedures and subsequent management of
derivative investments, so that derivative investments will be
effectively regulated and risks relating to derivative
investments duly controlled.

Changes in the market prices or fair values The Company has recognised gains/losses from investments in
of invested derivatives during the reporting derivatives during the reporting period. Total gain recognised for the

period, including the specific methods,
assumptions and parameters adopted in
the analysis of the fair values of the
derivatives

Statement on whether the accounting
policy and accounting audit principles for
derivatives for the reporting period were
significantly different from the previous
reporting period

Specific opinion of Independent Non-
executive Directors on the Company’s
derivative investments and risk control

reporting period amounted to RMB195 million, comprising gain from
fair-value change of RMB266 million and recognised investment loss
of RMB71 million. The calculation of the fair value was based on
forward exchange rates quoted by Reuters on a balance sheet date
in line with the maturity date of the product.

There was no significant change in the Company’s accounting
policy and accounting audit principles for derivatives for the
reporting period as compared to that of the previous reporting
period.

Independent Non-executive Directors’ Opinion:

The Company has conducted value protection derivative
investments by using financial products to enhance its financial
stability, so as to mitigate the impact of exchange rate volatility on
its assets, liabilities and profitability. The Company has conducted
stringent internal assessment of its derivative investments made and
has established corresponding regulatory mechanisms and assigned
dedicated staff to be in charge thereof. The counterparties with
which the Company and its subsidiaries have entered into contracts
for derivative investments are organisations with sound operations
and good credit standing. The derivative investments made by the
Company and its subsidiaries have been closely related to their
day-to-day operational requirements and in compliance with the
provisions of relevant laws and regulations and of the Articles of
Association.

Note 1:  Derivative investments are classified according to the types of such derivative investments. Foreign
exchange derivatives included forward foreign exchange and interest rate derivative included
interest rate swap contracts.
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Note 2:  The investment amount at the beginning of the period represented the amount denominated in
the original currency translated at the exchange rate prevailing as at the end of the reporting
period.

Note 3:  Net assets as at the end of the reporting period represented net assets attributable to holders of
ordinary shares of the listed company as at the end of the reporting period.

Material disposals of assets and equity interests by the Group during the reporting period

Details of acquisition and disposal of subsidiaries, associates and joint ventures of the Group in the
first half of 2021 are set out in the section headed “Material Matters” in this report.

Analysis of principal subsidiaries and investee companies

(1)  For the reporting period, there were 2 subsidiaries whose net profit accounted for more
than 10% of the net profit reported in the Group’s consolidated statements, among
which Zhongxing Software reported a year-on-year decrease in net profit by more than
30%, attributable mainly the increase in expenses.

Unit: RMB in thousands
Corporate Industry in Registered Operating  Operating
Name of company type Principal operations which it operates  capital Total assets Net assets revenue profit ~ Net profit
Zhongxing Software  Subsidiary ~ Software development Software RMB51.08 million 11,275,586 2,594,658 10,180,311 1,035,911 825,103
development
ZTE Capital Subsidiary ~ Entrusted management of  Investment fund RMB30 million 1,912,170 1,885,186 = 684,981 681,614
venture investment
funds

(2) For information of other subsidiaries and principal investee companies, please refer to
Note XIV.4 and Note VIl to the financial statements.

(3) For details of acquisitions and disposals of subsidiaries acquired during the reporting
period and their impact, please refer to Note VI to the financial statements.

10. There was no structured entity under the control of the Company within the meaning of “ASBEs

No. 41 — Disclosure of Interests in Other Entities.”

11. Other information disclosed under the requirements of the Hong Kong Listing Rules

(1)

2

Debt-equity ratio and the basis of calculation

Debt-equity ratio is calculated by dividing interest-bearing liabilities by the sum of interest-
bearing liabilities and equity (including non-controlling interests).

The Group’s debt-equity ratio for the first half of 2021 was 47.8%, increasing by 3.6
percentage points as compared to 44.2% for 2020, attributable mainly to the increase in the
Group’s loan balance as compared to the previous year.

Capital resources and use

In the first half of 2021, the Group’s development funds were financed mainly by cash
generated from its operations and bank loans. The Group’s cash requirements related primarily
to production and operating activities, repayment of due liabilities, capital expenditure, interest
and dividend payments and other contingent cash requirements. The Group has adopted a
prudent capital management policy and sufficient funds are in place to meet its debt
repayment obligations as due, capital expenditure and the requirements of normal production
operations.
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3

(4

Indebtedness

The Group’s bank loans were mainly settled in RMB, USD and EUR. As at 30 June 2021, the
Group’s bank loans amounted to RMB42,384,730 thousand in aggregate, and were applied
mainly as working capital. Bank loans subject to interests at fixed rates amounted to
approximately RMB10,698,909 thousand, while the remaining portion was subject to floating
interest rates, the details of which are as follows:

@  Analysed by maturity profile

Unit: RMB in thousands

30 June 31 December
Item 2021 2020
Short-term bank loans 18,141,244 12,210,703
Long-term bank loans 24,243,486 22,614,304
Total 42,384,730 34,825,007

@  Analysed by security

Unit: RMB in thousands

30 June 31 December
Item 2021 2020
Secured bank loans 292,578 452,384
Unsecured bank loans 42,092,152 34,372,623
Total 42,384,730 34,825,007

Foreign exchange risk and relevant hedge

The Group’s consolidated financial statements are expressed in RMB. The exchange rate risk
of the Group arises mainly from foreign exchange exposures associated with the sales,
purchases and financing settled in currencies other than RMB and the volatility of exchange
rates, which might affect the operations of the Group. The Group adopts ongoing measures to
strengthen foreign exchange risk management covering the entire business process and seeks
to minimise exposures through initiatives such as business strategic guidance, internal
settlement management, financing mix design and value-protected derivative exchange
instruments. The Group has also strengthened liquidity risk management in countries
practicing exchange control and endeavoured to facilitate RMB pricing and settlement for
overseas projects to lower its exchange risks in the long term. For details, please refer to the
section headed “Report of the Board of Directors (Il) 7. Analysis of investments — Derivative
investments” in this report.
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Contractual obligations
Unit: RMB in thousands

30 June 2021

Less than More than
Item Total 1 year 2-5 years 5 years
Bank loans 42,384,730 18,141,244 24,168,767 74,719

Capital commitments
The Group had the following capital commitments as of the dates indicated:

Unit: RMB in thousands

30 June 31 December
Item 2021 2020
Land and buildings:
Contracted, but not provided for 2,669,929 2,837,222
Investment in associates:
Contracted, but not provided for 141,190 13,000

Contingent liabilities

Details of the Group’s contingent liabilities, please refer to the section headed “Contingent
events” under Note XII.2 to the financial statements.

Plans for investments or acquisition of capital assets

Details of the Group’s investment, performance and prospects and future plans for
investments or acquisition of capital assets as at 30 June 2021, please refer to “Report of the
Board of Directors (ll) 7 Analysis of Investments” and “Materials Matters” in this report.

Save as disclosed herein, there has been no material change in information disclosed in

the interim report from the information disclosed in the 2020 Annual Report of the
Company in relation to matters set out in Appendix 16 of the Hong Kong Listing Rules.
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(Ill) RECORDS OF RECEPTION OF INVESTORS, COMMUNICATIONS AND PRESS

INTERVIEWS DURING THE REPORTING PERIOD

v Applicable O N/A
Nature Time Location Mode Audience received Key contents discussed Information furnished
Results presentation March 2021 Shenzhen  Live Internet video broadcast  Investors and securities houses including UBS, Lombarda China Fund, New Day-to-day operations of Published announcements
China Assets, China Merchants Securities, Tianfeng Securities, Haitong the Company and regular reports
Securities, CSC, Changjiang Securities, Nomura Securities and GF Fund
Results presentation May 2021 Shenzhen  Telephone conference Essence Fund, Essence Securities, Aeon Life, Bao Ying Fund, Bosera Fund, Day-to-day operations of Published announcements
Caitong Securities AMC, Dacheng Fund, UOB Kay Hian, Springs Capital, the Company and regular reports
Orient Securities, Soochow Securities, Founder Securities, Jefferies, Goldman
Sachs, Perseverance AMC, ICBC Credit Suisse, Guanfeng AMC, Everbright
Securities, Guangfa Fund, Guota Junan International, Guosheng Securities,
Guotai Jun'an, Guosen HK, Guosen Securities, Haitong Securities, Citi, HuaAn
Funds, CR Yuanta Fund, Huatai Securities, China AMC, HSBC Qianhai, Value
Partners, CCB International, BOC International, Greenwoods Assets,
Macquarie, Morgan Stanley, Southern AMC, Panjing Investment, Ping An
AMC, Credit Suisse, Credit Suisse Founder, UBS, Foresight Fund, Shenwan
Hongyuan, Schroder, Tai Ping Assets, Tianfeng Securities, Tianhong AMC,
Western Securities, New China AMC, CITIC-Prudential Fund, First State
Cinda, Cinda Securities, DBS Bank, Industrial Securities, Nomura, Galaxy
International, Galaxy Securities, Infore Capital, Maxwealth Fund, GTS Fund,
Great Wall Wealth AMC, Great Wall Securities, Changjiang Securities, China
China Merchants International, Zheshang Securities,
China Life, CICC, Lombarda China Fund, China Securities, CITIC Securities,
BOCI, BOC Securities AMC, BOC Fund, Dymon Asia, GIC
External meeting January to Shenzhen Investors’ telephone conference  Customers of Essence Securities Day-to-day operations of Published announcements
June 2021 of Essence Securities the Company and regular reports
Shenzhen  Investors’ conference of Haitong Customers of Haitong Securities Day-to-day operations of Published announcements
Securities the Company and regular reports
Shenzhen  Investors’ telephone conference  Customers of China Merchants International Day-to-day operations of Published announcements
of China Merchants the Company and regular reports
International
Shenzhen Investors’ telephone conference  Customers of Soochow Securities Day-to-day operations of Published announcements
of Soochow Securities the Company and regular reports
Shenzhen  Investors’ conference of Sinolink  Customers of Sinolink Securities Day-to-day operations of Published announcements
Securities the Company and regular reports
Shenzhen Investors’ telephone conference  Customers of UBS Day-to-day operations of Published announcements
of UBS the Company and regular reports
Shenzhen Investors’ telephone conference ~ Customers of Southwest Securities Day-to-day operations of Published announcements
of Southwest Securities the Company and regular reports
Shenzhen Investors’ telephone conference  Customers of Haitong Securities Day-to-day operations of Published announcements
of Haitong Securities the Company and regular reports
Shenzhen Investors’ telephone conference ~ Customers of Everbright Securities Day-to-day operations of Published announcements
of Everbright Securities the Company and regular reports
Shenzhen Investors’ conference of Customers of Zheshang Securities Day-to-day operations of Published announcements
Zheshang Securities the Company and regular reports
Shenzhen  Investors’ telephone conference  Customers of Bank of America Securities Day-to-day operations of Published announcements
of Bank of America the Company and regular reports
Securities
Xiamen Investors’ conference of Customers of Industrial Securities Day-to-day operations of Published announcements
Industrial Securities the Company and regular reports
Shenzhen  Investors’ conference of China  Customers of China Securities Day-to-day operations of Published announcements
Securities the Company and regular reports
Hangzhou  Investors’ conference of China  Customers of China Merchants Securities Day-to-day operations of Published announcements
Merchants Securities the Company and regular reports
Shenzhen Investors’ telephone conference  Customers of Credit Suisse Day-to-day operations of Published announcements
of Credit Suisse the Company and regular reports
Shenzhen Investors’ telephone conference ~ Customers of Morgan Stanley Day-to-day operations of Published announcements
of Morgan Stanley the Company and regular reports
Shenzhen Investors’ telephone conference  Customers of Nomura Day-to-day operations of Published announcements
of Nomura the Company and regular reports
Shenzhen  Investors’ telephone conference ~ Customers of Jefferies Day-to-day operations of Published announcements
of Jefferies the Company and regular reports
Shenzhen  Investors’ telephone conference ~ Customers of CICC Day-to-day operations of Published announcements

of CICC

the Company

and regular reports
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(IV) BUSINESS OUTLOOK FOR THE SECOND HALF OF 2021 AND RISK
EXPOSURES

1. Business outlook for the second half of 2021

Global 5G business deployment is expected to roll out in full gear in the future, underpinned by a
maturing industry chain and consistent supply of innovative applications driving a new boom for the
communications industry. First of all, 5G will continue to benefit from the volume of mobile data to
further enhance personal consumer experience, thereby sustaining growth in mobile data
consumption. Second, the integration of infrastructure for the intelligent Internet of Everything built
around 5G will give rise to new businesses, models and growth opportunities in the ICT sector,
driving robust development of the global digital economy.

In connection with carriers’ network, the Group will persist in its globalisation strategy with steady
enhancement of its product pattern and market share in the domestic and international markets. We
will increase investment in core technologies such as chip, algorithm and network architecture to
assure our technological edge, while helping carriers to build highly competitive premium 5G
networks in a speedy manner by supplying end-to-end solutions.

In connection with the government and corporate business, the Group will embrace new market
opportunities. As the 14th Five-Year-Period commences in 2021, increased investment in new
infrastructure and acceleration of digital transformation across various industries will result in new
development opportunities in the government and corporate market. The Group is committed to
serving as the “path-builder for digital economy” by empowering government institutions and
corporations with ICT technologies. Following our vigorous development of the government and
corporate market in recent years, a sound foundation has been formed. The Group will continue to
maintain its commitment of resources to the government and corporate business and actively drive
the sales of core products to fortify the fixed-line/cloud network ecosystem and support expansion
in this sector with full effort.

In connection with the consumer business, the Group is progressively integrating handset,
broadband Internet, terminal chip module and eco-competence to form a “big terminal” and create
a full-scenario smart ecosystem. In the second half of 2021, the mobile terminal business will seize
development opportunities in the 5G handset and data product markets, sustaining stable operation
in the overseas market while increasing brand investment in the domestic market to drive sales
growth through the joint efforts of online and offline channels. As an industry leader in terms of
competitive edge in home terminals, the Group will continue to forge its technological edge and
increase the gross profit of the products.

In the second half of 2021, the Group will make persistent effort to cement its existing foundation
and foster new strengths, with a view to attaining qualitative growth. We will continue to enhance
our 