Management Discussion and Analysis

Principal Risks and Uncertainties
TOLL ROAD BUSINESS RISKS
Economic Environment
As the global economy continues to struggle for recovery, China’s economy is moving
into a “new normal” as it downshifts from rapid growth to more moderate levels of growth.
Meanwhile, although the import and export trading conditions are showing signs of
recovery, but many uncertain factors remain, which is having an impact on Zhejiang, a
province with heavy reliance on export trading. Growth in the traffic volume and toll revenue
of the Group’s expressways is expected to remain uncertain, creating uncertainties for the
operations, financial conditions and operating results of the Group.
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Roads Competition
Dongyang-Yongkang Expressway, which is scheduled to commence service soon in 2015, is expected to have
a slight diversion impact on traffic from the Jinhua section of the Ningbo-Jinhua Expressway. In addition, the
opening of other new expressways nearby, it is expected that new traffic will be diverted from certain sections of
the Group’s expressways. Accordingly, we cannot be assured as to whether traffic volume to be generated on the
Group’s expressways will be maintained at the same levels as before or will increase in the future, or whether or
not the operating results of the Group will be negatively affected.

Toll Policy
With the implementation of the toll waiver policy on small passenger vehicles on key festivals and holidays by the
PRC government on September 30, 2012, the expressway operators who charge for toll are negatively affected.
In addition, due to the introduction of a special project by five ministries and commissions for the rectification
of the toll road policy in Zhejiang province, a number of new policies focusing on adjusting the toll policy of
expressways within the province were successively issued. Despite that we expect the possibility of further
significant changes in the policies of the expressway industry in the near term is minimal, we cannot be assured
that they will not have any adverse effects on the toll revenue of the Group.

SECURITIES BUSINESS RISKS
Market Fluctuations
The securities business is highly susceptible to market fluctuations and may experience periods of high volatility
accompanied by reduced liquidity. It may be materially affected by economic and other factors such as the global
market conditions; the availability and cost of capital; the liquidity of the global markets; the level and volatility
of stock prices, commodity prices and interest rates; currency values and other market indices; inflation; natural
disasters; acts of war or terrorism; as well as investor sentiment and confidence in the financial markets. There
is no assurance as to whether our securities business will be adversely affected by fluctuations in the market, or
whether our securities business will continue to contribute to our overall profit margin.

Regulation of the Securities Business
We are subject to extensive regulations in the PRC that govern how we conduct our securities business, and we
are subject to risks of intervention by the PRC regulatory authorities. We could be fined, prohibited from engaging
in some of our business activities or subject to limitations or conditions on our business activities, among other
things. Significant regulatory actions against us could have material adverse impacts on our financial position,
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