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Risk Disclosure Statement on Trading Derivatives / Structured Products

HETATR /EEttEmE Rk EEy

This brief statement is intended as a general guide to highlight some basic risks associated and does not
mean to cover all of the risks and other significant aspects of trading in derivatives / structured products. In
consideration of the risks associated, you should undertake such transactions only if you understand the
nature of the derivatives / structured products into which you are entering and the extent of your exposure to
risk. Trading in derivatives / structured products is not suitable for many members of the public. You should
carefully consider whether trading is appropriate for you in light of you experience, objectives, financial
resources and other relevant circumstances.
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1. General
Risk
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1.1 Issuer default risk

In the event that a structured product issuer becomes insolvent and defaults on their listed securities,
investors will be considered as unsecured creditors and will have no preferential claims to any
assets held by the issuer. Investors should therefore pay close attention to the financial strength and
credit worthiness of structured productissuers.

Note: “Issuers Credit Rating” showing the credit ratings of individual issuers is now available

under the Issuer and Liquidity Provider Information sub-section under Dervative Warrants and
under CBBCs section on the HKEXx corporate website.
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1.2 Uncollateralised productrisk

Uncollateralised structured products are not asset backed. Inthe event of issuer bankruptcy,
investors can lose their entire investment. Investors should read the listing documents to determine if
a product is uncollateralised.
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1.3 Gearing risk

Structured products such as derivative warrants and callable bull/bear contracts (CBBCs) are
leveraged and can change in value rapidly according to the gearing ratio relative to the underlying
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assets. Investors should be aware that the value of a structured product may fall to zero resulting
in a total loss of the initial investment.
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Expiry considerations

Structured products have an expiry date after which the issue may become worthless. Investors
should be aware of the expiry time horizon and choose a product with an appropriate lifespan for
their trading strategy.
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Extraordinary price movements

The price of a structured product may not match its theoretical price due to outside influences such as
market supply and demand factors. As a result, actual traded prices can be higher or lower than the
theoretical price.
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Foreign exchange risk

Investors trading structured products with underlying assets not denominated in Hong Kong dollars
are also exposed to exchange rate risk. Currency rate fluctuations can adversely affect the
underlying asset value, also affecting the structured product price.
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Liguidity risk

The Exchange requires all structured product issuers to appoint a liquidity provider for each
individual issue. The role of liquidity providers is to provide two way quotes to facilitate trading of
their products. In the event that a liquidity provider defaults or ceases to fulfill its role, investors may
not be able to buy or sell the product until a new liquidity provider has been assigned.
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2. Additional Risks in Trading Derivative Warrants
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2.1 Time decay risk

All things being equal, the value of a derivative warrant will decay over time as it approaches its expiry
date. Derivative warrants should therefore not be viewed as long term investments.
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2.2 Volatility risk

Prices of derivative warrants can increase or decrease in line with the implied volatility of underlying
asset price. Investors should be aware of the underlying asset volatility.
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3. Additional Risks in Trading Callable Bull/Bear Contracts (“CBBCs”)
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3.1 Mandatory call risk

Investors trading CBBCs should be aware of their intraday “knockout” or mandatory call feature. A
CBBC will cease trading when the underlying asset value equals the mandatory call price/level as
stated in the listing documents. Investors will only be entitled to the residual value of the terminated
CBBC as calculated by the product issuer in accordance with the listing documents. Investors should
also note that the residual value can be zero.
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3.2 Funding costs

The issue price of a CBBC includes funding costs. Funding costs are gradually reduced over time as
the CBBC moves towards expiry. The longer the duration of the CBBC, the higher the total funding costs.
In the event that a CBBC is called, investors will lose the funding costs for the entire lifespan of the CBBC.
The formula for calculating the funding costs are stated in the listing documents.
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5.

Additional Risks in Trading Equity Linked Instruments/Notes (“ELI/ELN”)
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Investors should pay attention to the points below:

Exposure to equity market - Investors are exposed to price movements in the underlying security and
the stock market, the impact of dividends and corporate actions and counterparty risks. Investors must
also be prepared to accept the risk of receiving the underlying shares or a payment less than their
original investment.

Possibilities of losing investment - Investors may lose part or all of their investment if the price of the
underlying security moves against their investment view.

Price adjustment - Investors should note that any dividend payment on the underlying security may
affect its price and the payback of the ELI at expiry due to ex-dividend pricing. Investors should also
note that issuers may make adjustments to the ELI due to corporate actions on the underlying security.
Interest rates - While most ELI offer a yield that is potentially higher than the interest on fixed deposits
and traditional bonds, the return on investment is limited to the potential yield of the ELI.

Potential yield - Investors should consult their brokers on fees and charges related to the purchase and
sale of ELI and payment / deliveryat expiry. The potential yields disseminated by HKEx have not taken
fees and charges into consideration.
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Risks in Trading Exchange Traded Funds (“ETFs”)
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ETFs are passively managed and open-ended funds. All listed ETFs on the HKEXx securities market are
authorised by the SFC as collective investment schemes. ETFs are designed to track the performance of
their underlying benchmarks (e.g. an index, a commodity such as gold, etc) and offer investors an efficient
way to obtain cost-effective exposure to a wide range of underlying market themes. Synthetic ETFs utilising
a synthetic replication strategy use swaps or other derivative instruments to gain exposure to a benchmark.

Investors are exposed to the political, economic, currency and other risks related to the underlying asset
pool or index or market that the ETF tracks. There may be disparity between the performance of the ETF
and the performance of the underlying asset pool or index or market due to, for instance, failure of the
tracking strategy, currency differences, fees and expenses. Where the underlying asset pool/index/market
that the ETF tracks is subject to restricted access, the efficiency in unit creation or redemption to keep the
price of the ETF in line with its net asset value (“NAV”) may be disrupted, causing the synthetic ETF to
trade at a higher premium or discount to its NAV. Investors who buy an ETF at a premium may not be able
to recover the premium in the event of the termination. Where a synthetic ETF invests in derivatives to
replicate the index performance, customers are exposed to the credit risk of the counterparties who issued
the derivatives, in addition to the risks relating to the index. Further, potential contagion and concentration
risks of the derivative issuers should be taken into account (e.g. since derivative issuers are predominantly
international financial institutions, the failure of one derivative counterparty of a synthetic ETF may have a
“knock-on” effect on other derivative counterparties of the synthetic ETF). Some synthetic ETFs have
collateral to reduce the counterparty risk, but there maybe a risk that the market value of the collateral has
fallen substantially when the synthetic ETF seeks to realize the collateral. A higher liquidity risk is involved
if a synthetic ETF involves derivatives which do not have an active secondary market. Wider bid-offer
spreads in the price of the derivatives may result in losses.
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6. Risksin Trading Investment Funds
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Certain mutual funds and unit trusts (“Investment Funds”) are structured products involving derivatives.
The investment decision is yours but you should not invest in any Investment Fund unless the
intermediary who sells such Investment Fund to you has explained to you that such Investment Fund is
suitable for you having regard to your financial situation, investment experience and investment
objectives.

Investment in Investment Funds involves significant risks. It is impossible to describe every risk
associated with such an investment that is relevant to you. Before making your investment decision, you
should carefully read the offering documents of the relevant Investment Fund including, in particular, the
sections about risks and ensure you fully understand the nature and all the risks associated with an
investment in the relevant Investment Fund and are willing to assume such risks. You should carefully
consider whether the relevant Investment Fund is suitable for you in light of your own relevant
circumstances. If in doubt, you should obtain independent professional advice.

There is no assurance that an Investment Fund will achieve its investment objective(s). The value of
Investment Funds may go up as well as down and the Investment Funds may become valueless.
Therefore, you may not receive any return from your investment in Investment Funds. Past performance
information presented is not indicative of future performance.

Investment in Investment Funds is different to placing moneys on deposit with us or anywhere else. The
Investment Funds are not our or any of our affiliates’ deposit or other obligations, nor are they guaranteed
by us or any of our affiliates.

By investing in an Investment Fund, you are relying on the creditworthiness and taking the credit risks of
the Investment Fund, the fund manager, the fund trustee, the fund custodian and / or the issuer of the
asset(s) to which the Investment Fund is linked.

Certain Investment Funds may use derivative instruments to meet their investment objectives, which may
lead to higher volatility to their net asset values or expose the Investment Funds to losses greater than
the costs of the derivatives.

Returns are denominated in the currency of the relevant Investment Fund. If your home currency is
different from the Investment Fund currency or the Investment Fund’s reference currency, changes in
currency exchange rates may erode your investment gains or widen your investment losses.

Certain Investment Funds may invest in emerging markets which may lack the social, political or
economic stability and are subject to less government supervision, legal regulation and less well defined



tax laws and procedures than in countries with more advanced securities markets. Exposure to these
markets may entail more volatility than investments in more established markets. You should read the
relevant offering documents, in particular, any risks factors relating to investment in emerging markets.

Certain Investment Funds may take short positions and you should note that short selling may involve
borrowing to invest and therefore the investment risk is relatively higher than traditional long only
Investment Funds.

Certain Investment Funds may invest in equities. Prices of equities fluctuate daily and can be influenced
by many factors, such as political and economic news, corporate earnings reports, demographic trends
and catastrophic events. An Investment Fund that invests in equity derivatives on international equity
indices will be exposed to substantially larger fluctuations in its net asset value than in the case of a direct
investment in international equities.

Certain Investment Funds may invest in higher yielding securities rated lower than investment grade (i.e.
debt securities rated below BBB- by Standard & Poor's or below Baa3 by Moody's). Below investment
grade securities may be considered speculative and can include securities that are unrated or in default.
As a result, investment in those Investment Funds is subject to a higher degree of credit risk than
investment in higher rated, lower yielding securities.

Prior to investing in any Investment Fund, you should carefully consider (a) the possible tax
consequences, (b) the legal requirements and (c) any foreign exchange control requirements which you
might encounter under the laws of the countries of your incorporation, citizenship, residence or domicile
which might be relevant to the purchase, sale, subscription, holding, conversion or disposal of the shares
or units in Investment Funds.

Capital guaranteed / capital preserved Investment Funds are capital guaranteed / preserved only upon
redemption at maturity. Therefore, redemptions before the relevant maturity date may take place at prices
that are different or substantially different from the capital guaranteed / preserved value. Capital
guaranteed / capital preserved Investment Funds are not guaranteed by us or any of our affiliates.

Certain Investment Funds are not capital guaranteed / capital preserved. None of the Investment Fund,
its manager, its trustee or any other relevant party is under any obligation to redeem the Investment
Fund’s shares or units at the price at which they were issued to or paid by you and you may lose all or a
substantial part of your investment.

Information and contents relating to each Investment Fund are compiled and issued by or on behalf of the
relevant Investment Fund and / or its manager. Certain such information and contents are exempted from
pre-vetting, and therefore have not been reviewed, by the Securities and Futures Commission of Hong
Kong.

Investors should note the risks of concentration of investment in a single country or market.
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Z EEsY Client Confirmation
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I / We confirm that | / we have been invited and read the- Risk Disclosure Statement. Also we have asked
guestions and sought independent advice (I / We have this intention).

%% Client Signature:

4%  Client Name:

HHH Date:
(Hdd/ 5 mm/4yy)




