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RISK DISCLOSURE STATEMENT OF TRADING DERIVATIVES
EET4 TRV E i 22 5

This brief statement does not disclose or explain all of the risks and other significant aspects of trading in derivative products.
In light of the risks, you should not engage in trading in derivatives unless you understand the nature of the transactions into
which you are entering and the extent of your exposure to risk. You should carefully consider whether trading in derivatives
is appropriate for you in light of your investment experience, objectives, risk appetite, financial resources and other relevant
circumstances. If in doubt, you are strongly advised to seek independent and professional advice from legal, tax, financial
and other professional advisers. Whilst care has been taken in the preparation of this document, no responsibility is accepted
for the completeness, adequacy or accuracy of its contents. To learn more, you may visit the websites of Hong Kong
Exchanges and Clearing Limited (http://www.hkex.com.hk) and the Securities and Futures Commission of Hong Kong
(http://www.sfc.hk).
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General risks of trading derivative products include but are not limited to the following:
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Issuer default risk 27752 & G

In the event that a derivative product issuer becomes insolvent and defaults on their listed securities, you will be considered
as unsecured creditors and will have no preferential claims to any assets held by the issuer. You should therefore pay close
attention to the financial strength and credit worthiness of the issuers of derivative products.
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Uncollateralized product risk JEFEFHZE

Uncollateralized derivative products are not asset backed. In the event of issuer bankruptcy, you can lose your entire

investment. You should read the listing/offering documents to determine if a product is uncollateralized.

%l%%ig@;%ﬁmﬁﬁé%%ﬁ o EEATRGNYAE - IRA DB H 2RI E - BHEE E S SR - IRVEMR B
=== °

Gearing risk FEEE g

Derivative products are leveraged and can change in value rapidly according to the gearing ratio relative to the underlying
assets. You should be aware that the value of a derivative product may fall to zero resulting in a total loss of the initial
investment.
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Expiry considerations 7 %HHHTE &
Derivative products have an expiry date after which the issue may become worthless. You should be aware of the expiry time
horizon and choose a product with an appropriate lifespan for your trading strategy.
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Extraordinary price movements 5k (ERRF4E)
The price of a derivative 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 4N 5

For transaction of derivative products with underlying assets not denominated in Hong Kong dollars you are exposed to
exchange rate risk. Exchange rate fluctuations can adversely affect the underlying asset value, also affecting the price of the
derivative product.
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Liquidity risk i i8 & & g

Certain stock exchange requires all derivative 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, you may not be able to buy or sell the product until a new liquidity provider has
been assigned.
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Deposited cash and property IREEEFEA

You should familiarise yourself with the protections given to money or other property you deposit for domestic and
foreign transactions, particularly in the event of a firm insolvency or bankruptcy. The extent to which you may
recover your money or property may be governed by specific legislation or local rules. In some jurisdictions,
property which had been specifically identifiable as your own will be pro-rated in the same manner as cash for

purposes of distribution in the event of a shortfall. 4155 RAF A HEEINETTRIRR SR IGECEE HA A & (RIERE
R R 5 AR T B JE AR I L (R > R IR AT RE P oA 28 B T (B BRIV IR - EEEIBET 2/ DREE I
—3 > AR ERARIEUE SCE AR o fE RS EREE - YROIAUREE E AR 2 2 8 RITTEE
[ AR FERF & 43R S LR B 3 B TR »

Commission and other charges {4 & HoAth L&

Before you begin to trade, you should obtain a clear explanation of all commission, fees and other charges for
which you will be liable. These charges will affect your net profit (if any) or increase your loss. fEFi4632 5 2 Al » R
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Transactions in other jurisdictions £ EL b [& #7485

Transactions on markets in other jurisdictions, including markets formally linked to a domestic market, may expose you to
additional risk. Such markets may be subject to regulation which may offer different or diminished investor protection.
Before you trade you should enquire about any rules relevant to your particular transactions. Your local regulatory authority
will be unable to compel the enforcement of the rules of regulatory authorities or markets in other jurisdictions where your
transactions have been effected. You should ask the firm with which you deal for details about the types of redress available
in both your home jurisdiction and other relevant jurisdictions before you start to trade. f£ EHAh 5] A EE LAY 35 (R FEHLA
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Off-exchange transactions 359N 5

In some jurisdictions, and only then in restricted circumstances, firms are permitted to effect off-exchange transactions. The
firm with which you deal may be acting as your counterparty to the transaction. It may be difficult or impossible to liquidate
an existing position, to assess the value, to determine a fair price or to assess the exposure to risk. For these reasons, these
transactions may involve increased risks. Off-exchange transactions may be less regulated or subject to a separate regulatory
regime. Before you undertake such transactions, you should familiarize yourselves with applicable rules and attendant risks.
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Trading facilities A2 55t

Electronic trading facilities are supported by computer-based component systems for the order-routing, execution, matching,
registration or clearing of trades. As with all facilities and systems, they are vulnerable to temporary disruption or failure.
Your ability to recover certain losses may be subject to limits on liability imposed by the system provider, the market, the
clearing house and/or participant firms. Such limits may vary: you should ask the firm with which you deal for details in this
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Additional risks pertaining to particular type of derivative products
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Rights Issue {tRgfEZS

For exercising and/or trading of the right issue, you have to pay attention to the deadline and other timelines. Rights issues
that are not exercised will have no value upon expiry. But if you decide to let the rights lapse, then you will not need to take
any action unless you want to sell the rights in the market. In that case, the rights must be sold during the specified trading
period within the subscription period, after which they will become worthless. If you pass up the rights, the shareholding in
the expanded capital of the company will be diluted.
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Derivative Warrants $74:1E58

Time decay risk B [EHEFEE
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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Volatility risk Rz g &g
Prices of derivative warrants can increase or decrease in line with the implied volatility of underlying asset price. You should
be aware of the underlying asset volatility.
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Callable Bull/Bear Contracts (CBBCs) 4-HESS

Mandatory call risk 5& Ui o] & fE

You should be aware of the intraday “knockout” or mandatory call feature of CBBC. A CBBC will cease trading when the
underlying asset value equals the mandatory call price / level as stated in the listing/offering documents. You will only be
entitled to the residual value of the terminated CBBC as calculated by the product issuer in accordance with the
listing/offering documents. You should also note that the residual value can be zero.
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Funding costs gl& k4

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,
you will lose the funding costs for the entire lifespan of the CBBC. The formula for calculating the funding costs are stated in
the listing/offering documents.
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Equity Linked Instruments BGEEiign=ai2

Exposure to equity market #5255 E\ g

You are exposed to price movements in the underlying security and the stock market, the impact of dividends and corporate
actions and counterparty risks. You must also be prepared to accept the risk of receiving the underlying shares or a payment
less than their original investment.
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Possibilities of losing investmentfiZ A AT
You may lose part or all of their investment if the price of the underlying security moves against your investment view.
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Price adjustment {E&:H%EL

You 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.
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Interest rates F| &,
While most ELIs 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 individual ELI.
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Potential yield #:22 5 =+&
You should take into account the applicable fees and charges related to the purchase and sale of ELI and payment / delivery
at expiry. The potential yields disseminated by the exchange/issuer normally do not take fees and charges into consideration.
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Exchange-Traded Fund (ETF) X BFrEEES(ETF)

Market risk T 5 E fE

ETFs are typically designed to track the performance of certain indices, market sectors, or groups of assets such as stocks,
bonds, or commodities. ETF managers may use different strategies to achieve this goal, but in general they do not have the
discretion to take defensive positions in declining markets. Investors must be prepared to bear the risk of loss and volatility
associated with the underlying index/assets.
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Tracking errors BJtiR7=

Tracking errors refer to the disparity in performance between an ETF and its underlying index/assets. Tracking errors can
arise due to factors such as the impact of transaction fees and expenses incurred to the ETF, changes in composition of the
underlying index/assets, and the ETF manager’s replication strategy. (The common replication strategies include full
replication/representative sampling and synthetic replication which are discussed in more detail below.)
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Trading at discount or premium DIFT3EEZEAL 5

An ETF may be traded at a discount or premium to its Net Asset Value (NAV). This price discrepancy is caused by supply
and demand factors, and may be particularly likely to emerge during periods of high market volatility and uncertainty. This
phenomenon may also be observed for ETFs tracking specific markets or sectors that are subject to direct investment
restrictions.
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Foreign exchange risk 4N 5
Your trading ETFs 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 ETF price.
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Liquidity risk 7t 78 & JE

Securities Market Makers (SMMs) are Exchange Participants that provide liquidity to facilitate trading in ETFs. Although
most ETFs are supported by one or more SMMs, there is no assurance that active trading will be maintained. In the event
that the SMMs default or cease to fulfill their role, you may not be able to buy or sell the product.
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Counterparty risk involved in ETFs with different replication strategies 32 5t B & £ & AV A [B] 18 BUSRES 4 B 6 T8 s
(@) Full replication and representative sampling strategies5g 4= 18 8 35 HACFE MR A SRIE
An ETF using a full replication strategy generally aims to invest in all constituent stocks/assets in the same weightings
as its benchmark. ETFs adopting a representative sampling strategy will invest in some, but not all of the relevant
constituent stocks/assets. For ETFs that invest directly in the underlying assets rather than through synthetic
instruments issued by third parties, counterparty risk tends to be less of concern.
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(b)  Synthetic replication strategies 47&{HEISEHE
ETFs utilising a synthetic replication strategy use swaps or other derivative instruments to gain exposure to a
benchmark. Currently, synthetic replication ETFs can be further categorized into two forms 47 & EBLSRIRAIAS
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® Total return swaps allow ETF managers to replicate the benchmark performance of ETFs without
purchasing the underlying assets. 42 [o]#; i Hf (total return swaps):E3z 5 B B 24 (S T A DI LA
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® Swap-based ETFs are exposed to counterparty risk of the swap dealers and may suffer losses if such
dealers default or fail to honor their contractual commitments. DUIsHIS4IRERIIAR BATEE ST K
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(i) Derivative embedded ETFsPAf 74 T ELRERK
® ETF managers may also use other derivative instruments to synthetically replicate the economic benefit
of the relevant benchmark. The derivative instruments may be issued by one or multiple issuers. %2 Z5Fft
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® Derivative embedded ETFs are subject to counterparty risk of the derivative instruments’ issuers and may
suffer losses if such issuers default or fail to honour their contractual commitments. DAfiT4E T EAERHY
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Even where collateral is obtained by an ETF, it is subject to the collateral provider fulfilling its obligations. There is a
further risk that when the right against the collateral is exercised, the market value of the collateral could be substantially less
than the amount secured resulting in significant loss to the ETF. 37 5T E & A S EEEERIT L - B AGEIRIH SEL At
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Futures @g

Effect of Leverage or Gearing 1515 5 & AV 28

Transactions in futures carry a high degree of risk. The amount of initial margin is small relative to the value of the futures
contract so that transactions are “leveraged” or “geared”. A relatively small market movement will have a proportionately
larger impact on the funds you have deposited or will have to deposit: this may work against you as well as for you. You may
sustain a total loss of initial margin funds and any additional funds deposited with the firm to maintain your position. If the
market moves against your position or margin levels are increased, you may be called upon to pay substantial additional
funds on short notice to maintain your position. If you fail to comply with a request for additional funds within the time
prescribed, your position may be liquidated at a loss and you will be liable for any resulting deficit Bi &3 S0V EfEIEE = -
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Risk-reducing orders or strategies {5 EGHY SIS B TE)

The placing of certain orders (e.g. “stop-loss” orders, or “stoplimit” orders) which are intended to limit losses to certain
amounts may not be effective because market conditions may make it impossible to execute such orders. Strategies using
combinations of positions, such as “spread” and “straddle” positions may be as risky as taking simple “long” or “short”
positions. RS {RERFHHELE 5 1F THEEG TEIREERY A Sy fan (A0 (h8d B (R BffREFER) » alseFAA R - R A L]
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Terms and conditions of contracts &4k

You should ask the firm with which you deal about the terms and conditions of the specific futures or options which you are
trading and associated obligations (e.g. the circumstances under which you may become obliged to make or take delivery of
the underlying interest of a futures contract and, in respect of options, expiration dates and restrictions on the time for
exercise). Under certain circumstances the specifications of outstanding contracts (including the exercise price of an option)
may be modified by the exchange or clearing house to reflect changes in the underlying interest. {RJE R /RETTAESHIRE
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Suspension or restriction of trading and pricing relationships [R &2 E2H{£25 5 BERAVETE

Market conditions (e.g. illiquidity) and/or the operation of the rules of certain markets (e.g. the suspension of trading in any
contract or contract month because of price limits or “circuit breakers”) may increase the risk of loss by making it difficult or
impossible to effect transactions or liquidate/offset positions. 515 (Bl TR iEE AN E) M /B - te iR e T
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Options HAfE

Risk of trading options = & HAfE 7 J&|

The risk of loss in trading options is substantial. In some circumstances, you may sustain losses in excess of my/our initial
margin funds. Placing contingent orders, such as "stop-loss" or "stop-limit" orders, will not necessarily avoid loss. Market
conditions may make it impossible to execute such orders. You may be called upon at short notice to deposit additional
margin funds. If the required funds are not provided within the prescribed time, your position(s) may be liquidated. You will
remain liable for any resulting deficit in your account. If you trade options, you should ensure you understand the exercise
and expiration procedures and the rights and obligations upon exercise or expiry.
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Variable degree of risk R [F]E [ FEE

(a)Transactions in options carry a high degree of risk. You should familiarize themselves with the type of option (i.e. put or
call) which you contemplate trading and the associated risks. You should calculate the extent to which the value of the
options must increase for your position to become profitable, taking into account the premium and all transaction costs.
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(b)The purchaser of options may offset or exercise the options or allow the options to expire. The exercise of an option
results either in a cash settlement or in the purchaser acquiring or delivering the underlying interest. If the option is on a
futures contract, the purchaser will acquire a futures position with associated liabilities for margin. If the purchased options
expire worthless, you will suffer a total loss of my/our investment which will consist of the option premium plus transaction
costs. If you are contemplating purchasing deep-out-of-the-money options, you should be aware that the chance of such
options becoming profitable ordinarily is remote.
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(c)Selling (“writing” or “granting”) an option generally entails considerably greater risk than purchasing options. Although
the premium received by the seller is fixed, the seller may sustain a loss well in excess of that amount. The seller will be
liable for additional margin to maintain the position if the market moves unfavourably. The seller will also be exposed to the
risk of the purchaser exercising the option and the seller will be obligated to either settle the option in cash or to acquire or
deliver the underlying interest. If the option is on a futures contract, the seller will acquire a position in a futures contract
with associated liabilities for margin. If the option is “covered” by the seller holding a corresponding position in the
underlying interest or a futures contract or another option, the risk may be reduced. If the option is not covered, the risk of
loss can be unlimited.
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(d)Certain exchanges in some jurisdictions permit deferred payment of the option premium, exposing the purchaser to
liability for margin payments not exceeding the amount of the premium. The purchaser is still subject to the risk of losing the
premium and transaction costs. When the option is exercised or expires, the purchaser is responsible for any unpaid premium
outstanding at that time.
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Terms and conditions of contracts &4 R 4HEl

You should ask you about the terms and conditions of the specific options which you are trading and associated obligations
(e.g. the circumstances under which you may become obliged to make or take delivery of the underlying interest, expiration
dates and restrictions on the time for exercise). Under certain circumstances the specifications of outstanding contracts
(including the exercise price of an option) may be modified by the exchange or clearing house to reflect changes in the
underlying interest.
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Suspension or restriction of trading and pricing relationships E{Z R E12C 5 K B FE %

Market conditions (e.g. illiquidity) and/or the operation of the rules of certain markets (e.g. the suspension of trading in any
contract or contract month because of price limits or “circuit breakers”) may increase the risk of loss by making it difficult or
impossible to effect transactions or liquidate/offset positions. If you have sold options, this may increase the risk of loss.
Further, normal pricing relationships between the underlying interest and the futures, and the underlying interest and the
option may not exist. This can occur when, for example, the futures contract underlying the option is subject to price limits
while the option is not. The absence of an underlying reference price may make it difficult to judge “fair value”.

TG (BN S E R Je) Ko B 2L 35 K R B A T (510 PR B A PR 1 2 J i+ e T = (& 4y a4 H
AL S) » # R DS hIE R RS - SRR R RE E R S AT S e R E R - MR IREE T
TERIB TSR - IR Z ARG TR RS TTRE S R0 - EAh - FHRR & 7 B 8 7 ] DU A o o e B M T IE
B RAR AT RE MEANTFAE - Bl - HHERARERTS R VBT S 4VAZ BASIRHIFTEIR - (HEIREAR S AR Z BRIR - =
HEIEE2 S ERGEBIEZHLIAE A HER” -



